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IN COMING 


Dollar Backing To Be Cut? 


ECENT proposals at the London Economic Confer- 
ence that the gold backing of the currencies of !ead- 
ing nations be cut to a maximum of 25 per cent as against 
the usual 40 per cent level of present, is in line with the 
suggestions contained in the experts’ agenda of proceed- 
ings. Does this in itself mean inflation, and what would 
its effect be upon the general price level? The gold behind 
Federal Reserve notes at the present time, of course, is 
about 85 per cent. An analysis of this contemplated de- 
velopment, explaining its effects on securities, commodities 
and the average person will appear next week. 


ISSUES 


A Low Priced Issue 


BILITY to earn fixed charges throughout the de- 
pression, a comfortable financial position, and a 
greatly improved outlook for the latter half of the year 
characterize one unusual member of an industry that has 
been regarded as greatly depressed during the past several 
years. More than 42 per cent of this company’s stock is 
held by a larger corporation, and there is definite indica- 
tion that acquisition of the remainder will be attempted 
within the next several years. The common stock is selling 
for only about a fifth of its price back in 1928, in which year 
earnings amounted to less than $2 a share. A discussion 
is being prepared. 


The Changing Auto Picture 


UTOMOBILE production and sales totals are running 
well ahead of those of a year ago, but all conipanies 
are not sharing equally in the improvement and this is 
something that should sooner or later be reflected in the 
price of their shares. The importance of a close study of 
the divergent trends of the industry is indicated by the 
fact that one company, for instance, which still retains a 
sizeable speculative following in its stock, for the first five 
months of this year turned out only a third as many cars 
as in the same period of 1932. On the other hand, another 
unit has been running 44 per cent ahead of 1932 levels. 
An analysis, packed full of facts and figures, is scheduled 
for an early issue. 


IN THIS ISSUE 


The Market Situation - - - - - - = © = 8 
The Stockometer- - - - - - - - = = = 8 
The Trend of Things - - - ---+--+-+- 4 
Weekly Index of Industrial Production - - - - 4 
What of the Rail Issues Now? - - - - = = = 5 
Tide Water Associated—A “ Behind the Market” Oil = 6 
Ten Outstanding Stocks to Be Held for Recovery 7 
Electric Auto-Lite—An Overlooked Bargain - - - 8 
A Laggard ina Stable Industry - - - - - += 9 
The Farmer’s Burden Shifts - - - - - - = 10 
Second Grade Rail Bonds Up Sharply- - - - - ll 
Are Copper Stocks Overpriced? - - - - - - 12 
L.G.’s Column - - - - - - B 
Coming Dividend Meetings- - - - - - = = 14 
What's Wrong wth - - + & 
When the Half-Year Earnings Will Be Issued - + 14 
Board Room Brevities - - - - - - = = = 15 
Among the Bulls and Bears- - - - - - = = 16 


Dividends Declared - - - - - = = = = © 20 


' 
' 
bo 


The Commodity Situation - 


‘ 

bo 


Weekly Business and Financial Summary 


PUBLISHED WEEKLY BY GUENTHER PUBLISHING CORPORATION 


Louis Guenther, President and Publisher; Henry L. Vonderlieth, Vice-President; Arthur E. Voss, Secretary; 
Richard J. Anderson, Managing Editor; A. Weston Smith, Jr., Associate Editor; Ralph E.*Bach, Research Editor 


EDITORIAL STAFF 
C. C. Bailey; George H. Dimon; Andrew A. Bock, Ph.D.; James C. De Long; George E. Andresen 


Editorial and Business Offices: 
53 Park Place, New York, U.S. A. 
Cable Address: Finglobe, New York 


tion in whole or part prohibited except by permission of 


; October 22, 1906, at th 
publisher. Newsdealers and bulk sales suppled by N 


ere 


* Copyright, 1933, by Guenther Publishing Corp. Reproduc- | American News Company. Entered as second class matter 
nited States Post Office at New 
York, N.Y., U.S. A., under the act dated March 3, 1879. 


Annual Subscription Rates: — 
United States, Mexico and Cuba, $10 a year; 
Canada, $12 a year; Foreign, $12 a year. 


both the old and the new address. This notice should reach 
us about two weeks before the change is to take effect. 


Western Advertising Representative 


F. H. Ertel, 727 Monadnock Bldg., Chicago, Ill. 


. Advertising Manager 
Melville A. Bergfeld 


New England Advertising Representative 
W. E. Anderton, 1058 Park Sq. Bldg., Boston, Mass. 


FOR CHANGE IN ADDRESS subscriber should give ~ 


| 
| 
| 
| 
| 


== 

== 


— 


‘A 


ill You Know When 
To take profits? 


an investment phase such as that on which we have embarked 
it is not enough to know what to buy,—important as that knowl- 
edge is at the beginning. Successful investors are those who not 
only select the right securities in the initial stages of a prolonged 
market movement, but who know when to switch from one issue to 
another and when to ignore the incidental downswings which so 
frequently cause the unguided investor to lose his position in the 
market. 


NVESTORS whose holdings are supervised by THE FINAN- 

CIAL WORLD RESEARCH BUREAU follow a conservative 
program prepared especially for them after a thorough considera- 
tion of every factor in their individual situation. Portfolios existing 
at the time the investor enrolls as our client are analyzed and we 
suggest the exact revisions necessary to establish it in harmony with 
the current business and economic prospect. From time to time 
thereafter, as conditions dictate, the portfolio is adjusted to meet new 
situations and altered outlook. 


E will be glad to enroll you as a client if your present holdings 

or surplus available for investment justify. You will find the 
procedure simple, for it has been perfected by years of concentration 
on the problem of investor-guidance. You merely register with us 
the complete list of your securities with their cost, provide us with 
all the necessary data regarding your requirements, objectives and 
resources, and then follow the direct, positive recommendations as 
they come to you. 


S your confidential investment counsel we lay out your program 
at the outset (and once a month submit a survey of your prog- 
ress). You are kept informed thereafter on what to hold—and why; 
what to buy—and why, and when; what to sell—and why, and 
when; what replacements to make—and why, and when. Every- 
thing is personal—individual; there are no group advices. And the 
cost is moderate. For complete information clip and mail the 
coupon below—or write a letter if you prefer. 
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The Financial World Research Bureau 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) how your personal 
supervisory service would assist me to adopt a progressive investment program. I enclose 
a list of my investments (showing the number of shares and their original cost) to guide you 
in telling me just how The Financial World Research Bureau will aid me. 


Z 


THE FINANCIAL WORLD 


’ 

WENN 

SSSR 

7 
fy il hy 9-5-33 


WORLD 


332.0S 
I VV 
viGO 


@4HIGHLIGHTS P 


Market advances becoming selective — 

Little recent response by leading issues ,to 

further dollar declines — Lower priced 
bonds coming into spotlight 


The 
Market Situation 


Although the stock market in recent weeks has been giv- 
ing evidence of large activity at rising prices, examination 
of the movements of some of the leaders shows that ad- 
vances have been highly selective with the rails making a 
somewhat better showing than the average run. The 
industrial stock price averages at the middle of last week 
were three to four points higher than their June 9 level, 
yet numerous prominent issues have failed to show even 
those small gains. Allied Chemical, for instance, during 
that time actually lost five points, American Can lost three 
points and General Electric merely held its ground. Other 
similar instances can be cited. If this were an inflationary 
market pure and simple, the fact that on June 9 the Amer- 
ican dollar was quoted at 4.1 to the English pound sterling, 
whereas last week the quotation sank (in terms of dollars) 
to more than 4.4 to the pound, could be expected to have 
had much more effect on our stock prices than has been 
shown in recent weeks. The conclusion seems obvious that 
factors other than inflationary threats also enter into con- 
sideration. 


Of course, during the several weeks under review business 
continued to forge ahead to new heights as measured by all 
dependable indices, and this progress has apparently been 
reflected to but little extent in stocks. Failure of brokers’ 
loans to expand at a faster pace than has recently been seen 
(for the June 21 week they actually declined $7 millions) sug- 
gests that no important amount of “distribution” of stocks 
has been occurring, and it would appear that what has been 
happening has been a consolidation of past gains, a process 
they may continue for a number of weeks. It seems clear 
that the great numbers of American investors have their 
eyes on the longer term prospects for representative stocks, 
and this perhaps constitutes one reason why distribution 
has not developed. In the meantime, some further reaction- 
ary tendencies may be seen (that of June 13-16 was hardly of 
important proportions in view of the previous advance), 
but there remain the highly favorable fundamentals of cheap 
credit and a rising trend of earnings and employment, aside 
from any considerations of inflation. 


The feature of the week in the general markets was the 
spirited rise in wheat and cotton, which of course was 
promptly reflected in the price of the shares of companies 
that sell things to the farmers. In the case of the grain, 
crop damage doubtless had its part in causing the advance, 
but purchases in advance of application of the new proc- 
essing tax on flour and cotton seemed more important 
reasons for the gains. The usual display occurred in the dis- 
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tillery and bottling issues upon two more states voting for 
repeal, something that has been happening with almost 
clocklike regularity in recent weeks. Most of the stocks in 
this category have already gone a great distance in dis- 
counting a return of their normal field of operations; further 
speculative activity will undoubtedly be seen, but at current 
levels they do not seem a conservative vehicle for strictly 
investment funds. 


Better prices for rail shares are supported by the very 
satisfactory earnings reports being turned in for the month 
of May, and continuation of the definitely upward trend 
of freight-traffic forecasts another crop of good reports a 
month hence covering June. Utilities have been giving an 
indifferent performance following their burst of strength 
earlier in the month and have been able to derive little im- 
petus from the improving trend in power output. Cigarette 
issues have been neglected in spite of the good probability 
of a wholesale price increase in the not far distant future. 
The cigarette companies themselves, incidentally, are not 
affected by the new tobacco processing tax, which is to apply 
only to cigar leaf. 


Bonds have maintained their familiar picture of strength, 
with the spotlight recently shifting, however, to lower priced 
issues, conforming with the traditional sequence of events. 
High grade bonds usually advance first, followed by medium 
grade issues. Finally, after the possibilities in these groups 
have been rather fully exploited, the advance spreads to the 
more speculative bonds. Nevertheless, possibilities in 
medium grade issues do not seem yet to have been exhausted, 
particularly with continuation of the current improvement 
in corporation earnings. 
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Nore: The trend of the Stock Averages continued upward with 
Volume of Sales expanding on advances and shrinking on declines. 
The number of Issues Traded was somewhat irregular with interest 
shifting away from several of the leaders. The rising trend of Brokers’ 
Loans has not outstripped the movement in stocks, in fact a dip was 
recorded for the week ended June 21. 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


No decline in any important business index has yet oc- 
curred; on the contrary, weekly figures continue to tell of 
expanding operations, and contain little, if any, hint of re- 
cession in the near future. New building ac- 
tivity, which heretofore has been lagging the 
advance in other lines, turned in an impressive 
set of figures for the first three weeks of June. 
On the basis of daily average of contracts awarded (Dodge 
reports), the gain amounted to about 48 per cent over the 
rate for the month of May, bringing the figures up to the best 
level since October of last year. Breaking the figures down 
to their three principal classifications, it is found that the 
improvement is in no way due to increased Government ex- 
penditures, inasmuch as the public works total shows only 
a very moderate advance. Of course, new construction 
still has a great distance to go before it reaches what may 
be regarded as normal proportions, early June’s $4.6 million 
daily average comparing with about $22 millions for the 
same period for the years 1925-28. 

Railway traffic continues to make a pleasing picture (a 
situation discussed fully on page 5), electric power output 
is still climbing and now stands at 10.9 per cent above a 
year ago. The New England and Southern states account for 
most of the increases, their gains now amounting to 19.2 per 
cent and 13.8 per cent respectively and reflecting sustained 
high activity of the textile mills. The Pacific Coast, which 
lacks any significant amount of industrial development, is 
still lagging, although the gap with a year ago has now been 
closed up to only 0.6 per cent. Steel mill activity continues 
to expand (now at 53 per cent as against 50 per cent a week 
ago), largely in reflection of the gains in building and the 
continued advance in automobile output, which is now run- 
ning at the rate of about 58,000 units a week as against 
54,000 this time a year ago. Gains over corresponding periods 
of 1932 are confined to the low and medium priced car fields, 
and the higher brackets can hardly be expected to show 
much for some months to come. 


New Building 
Joins the 
Advance 


One of the first effects of the new Glass Banking Act ap- 
pears in the June 21 statement of Federal Reserve reporting 
member banks, which show a drop of $384 millions in de- 
mand deposits for the week. The explanation 
is that under the Act, interest payments on 
demand deposits cease, and in putting into 
effect this provision the New York banks alone 
lost $372 millions of this type of deposits, of which $198 
millions were withdrawn by out of town correspondent banks. 
Apparently, about $76 millions were shifted to time deposits 
(which still bear interest), leaving $98 millions, which went 
to savings banks or into investments. 

On the whole, there has been little important change in 
the manner in which the banks are employing their funds 
The upward trend in the banks’ holdings of U. S. Govern- 
ment securities continues, with the addition for the latest 
week amounting to $317 millions. Holdings of other securities 
ruse $26 millions, but both loan categories declined. The net 
result was an increase of $284 millions in member bank credit, 
but as is indicated by the foregoing figures the participation 
in the Government’s June 15 financing accounted for all of 
the gain. 

Credit contraction among the twelve Federal Reserve 


Interest Cut 
Shifts 
Bank Deposits 
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Banks themselves has not been halted, weekly purchases of 
$20 millions to $25 millions of Government bonds being in- 
sufficient to offset declines in other credit items. Of course, 
the now familiar downward trend of money in circulation 
continues and can be expected to do so regardless of infla- 
tionary talk. The important point here is that the velocity 
of turnover is increasing, a highly favorable development, 
and as long as velocity increases, contraction of the actual 
amount outstanding is meaningless as an indication of the 
trend of general business. 


Developments at the London Economic Conference have 
been following the pattern outlined in these columns several 
weeks ago as being in prospect. Now that the oratory has 
been gotten out of the way, the various com- 


Stabilization mittees have gone to work, deadlocks have 
Still been reported from time to time, and nothing 
Remote? 


tangible has yet been accomplished. Discus- 
sions so far have centered largely around proposals of wheat 
crop restriction and monetary stability. An agreement to 
use gold only as a medium of international settlement (tak- 
ing it out of internal monetary circulation) would doubtless 
mean that monetary stability and a fixed relationship among 
the dollar, pound and france would be close at hand, a de- 
velopment much to be desired. Because of the importance 
of the problem, however, hasty action is not to be expected 
and further weeks of debate would not be surprising. But 
another and perhaps greater reason for not looking for early 
stabilization is the apparent determination of the Adminis- 
tration to keep the threat of dollar devaluation before the 
American public as a weapon in the campaign for higher 
prices. 


With 88-cent wheat as the “goal” of the Agricultural Ad- 
ministration Act, placing a 30-cent processing tax on the 
grain in the face of a price approximating $1 is a highly 
anomalous procedure. It is to be hoped that 
the motive behind the action is that of set- 
ting up an inducement for acreage reduction 
88-Cent Goal ror Hi cal as might appear on the face of it, 
an outright bounty regardless of conditions. No one will 
deny the desirability of adequate farm purchasing power, 
but it is obvious that support of the purchasing power of 
any class for any length of time by taxation of other classes 
can lead only to a highly unsatisfactory situation for all con- 
cerned, 

If current reports of damage to the wheat crops are accu- 
rate, as pointed out here a week ago the higher prices will do 
the farmer in general little good and instead of the price im- 
provement aiding general business recovery the situation 
causing the price rise will have a deterrent effect. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928=100 


Jon Feb. Mor Agr. May 


june Avg Sepr Oct Nov Dec 
1929 
90 90 
\ 11230 

NAW 
50 1932 50 
a 
val. 
I 


‘THE COMPONENTS ‘This is an unweighted index ot five sensitive series 
of industrial activity; new building contracts, electric power production, 
automobile output, steel mill activity. and merchandise, miscellaneous 
and less-than-carioad freight traffic. Adjustments have been made for 
normal seasona! variation, and the average for the four vears 1925-1928 
Ss used as the base 
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What of the 


Rail Issues Now’? 


SHE railroad operating statistics 
for May confute the pessimists who 
have been proclaiming the end of 

railroading as a profitable enterprise and 

predicting the permanent elimination of 
rail earnings as a result of increasing com- 
petition from newer forms of transporta- 
tion. The May results provide vindication 
for those who have steadfastly main- 
tained, in the face of three years of de- 
clining railroad traffic and earnings, that 
the railroads’ main need was a higher 
level of general business activity, and 
that with any substantial increase in the 
rate of industrial and commercial turn- 
over, the railroads’ share in the larger 
traffic volume would be sufficiently large 
to permit all but the weaker roads to 
show good profits. A more equitable 
basis. for competition with the highway 
transport agencies and other competitors, 
to which the railroads are clearly en- 
titled, would probably improve the rail- 
roads’ earnings to some extent, but cur- 
rent events demonstrate conclusively 
that most of the railroads’ financial prob- 
lems will be solved automatically if the 

Administration’s efforts to restore normal 

business activity are successful. 


Car Loadings Increase 


The weekly reports on the number of 
ears of revenue freight loaded by the 
American railroads provide a means by 
which the trend of the earnings of the 
railroad companies can be checked more 
frequently and accurately than the trends 
of most other industries. Car loadings 
give a fairly reliable indication of gross 
revenues, since every car reported means 
cash income for at least one rail carrier. 
Car loadings slumped badly during the 
bank moratorium, but their recovery 
since March has been little short of sensa- 
tional. In the week ended May 13, the 
1933 volume line crossed the 1932 line 
(see graph on page 6), the first time 
(excepting weeks in which comparisons 
were distorted by holiday influences) since 
the beginning of the depression that the 
number of cars loaded had exceeded that 
of the corresponding week of the preced- 
ing year. Since that week, the margins 
over the 1932 figures have been widening 
appreciably. For the week ended June 
17, the gain over 1932 was 13.4 per cent, 
and the indications at the time of writing 
are that the increase for the week ended 
June 24 was much larger. Seasonally 
adjusted indexes of freight volume are 
now at the highest point since early 1932, 
and should shortly reach levels not previ- 
ously recorded since the year 1931. 

The percentage gains in car loadings 
have been most pronounced in the follow- 
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Last week the rail 


stock averages went 
into new high territory since 
1931 


tully discounted the pros- 


Has the advance 


pective 1933 earnings gains, 
or should rail stocks be 
held? 


ing classifications: grain and grain prod- 
ucts, coal, coke, iron ore and forest 
products. These represent mainly pri- 
mary products, or raw materials. How- 
ever, loadings of miscellaneous freight, 
consisting mainly of manufactured 
products, have also shown good gains, 
showing that finished goods are moving 
to the markets in substantially increased 
volume. The only category that has re- 
mained consistently under 1932 in recent 
weeks is that of merchandise l.c.l. (less 
than carload lots). This is probably at 
least partly due to the influence of truck 
competition, since it is in the field of small 
merchandise shipments that the trucks 
can compete most effectively. There 
seems to be little question but what a large 
part of the l.c.1. business, especially short 
hauls, has been lost permanently to the 
trucking agencies. The railroads of the 
country as a whole can prosper without 
this traffic. At this time, there does not 
seem to be any reason to retreat from the 
position that the railroads will, for many 
vears, and perhaps forever, move the 
heavier traffic more efficiently than trucks. 


Allotting Traffic 


In the coordination of transportation 
under the Administration’s program, 
efforts will be made to confine the activi- 
ties of each type of carrier to those 
classes of traffic which it can handle most 
economically and efficiently. This should 
mean the return of some of the heavier 
traffic to the rails, and little or no further 
loss of light traffic. In the month of 
June, the increases in grair traffic were 
conspicuous, the sharply higher prices 
providing a strong stimulus to the move- 
ment of this commodity out of storage 
to the markets. In recent weeks, loadings 
of grain and grain products have not only 
shown substantial increases over 1932, 
but have also exceeded 1931 figures and 
come close to the volume for the corre- 
sponding 1930 weeks. Among the im- 
portant railroads whose May reports 
showed large gains in earnings are the 
following: Nickel Plate, Illinois Central, 


Great Northern, Union Pacific, Wheeling 
& Lake Erie, Texas & Pacific, Southern, 
Missouri Pacific, and Union Pacific. 

The indications are that a very large 
part of the increase in gross earnings is 
being carried through to net. The rail 
carriers are continuing the stringent 
economies which were necessitated by the 
general situation of the past two years. 
Judging from the reports available to 
date, gross earnings of the Class I 
carriers for May were materially ahead 
of April, but approximately the same as in 
May, 1932. However, operating ex- 
penses were reduced so sharply from a 
year ago that net operating income was 
more than double the May, 1932, figure. 
Comparative monthly figures for gross 
revenues and net operating income for the 
first five months of 1933 and 1932 are as 
follows: 


Comparing Operating Income 


CLASS I ROADS 
Gross REVENUES 


1933 1932 % Change 
(000 omitted) 
January.... $226,555 $272,116 —16.7 
February... 211,612 263,520 -19.7 
March..... 217,599 285,922 —23.9 
224,877 264,886 -15,1 
May (partl 
estimated) 249.646 254,741 —- 2.0 
Net OperATING INCOME 
1933 1932 % Change 
(000 omitted) 
January.... $13,226 $11,182 +18.6 
February... 9,855 21,655 —54.5 
10,548 32,611 —67.7 
19.041 20,273 6.1 
May (partly 
estimated) 29.877 11,951 +150.01 


The comparative results for June 
should be even more striking, but in this 
connection it must be remembered that 
there was a contra-seasonal decline in rail 
traffic in June of last year. Beginning 
early in August, 1932, there was a sub- 
stantial recovery in rail traffic whieh 
lasted. into Oetober. Thus, after July, 
there will be a much higher base of eom- 
parison for this year’s statistics. Further- 
more, as earnings continue their improve- 
ment, increasing amounts will be spent 
upon roadbeds and rolling stock, since 
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there is unquestionably considerable ‘‘de- 
ferred maintenance” which must be made 
good. (This varies greatly among the 
various roads; some have much larger 
accumulations of deferred maintenance 
than others, and will have to increase 
their outlays accordingly.) Even making 
allowance for these factors, it is evident 
that continuance of the current traffic 
trends in the last half of the year would 
carry the income accounts of many roads 
out of the red, and permit the more 
favorably situated roads to report sub- 
stantial earnings applicable to their com- 
mon stocks. 

The improvement in earnings in the 
past two months has not been uniform 
throughout the country, although all but 
a few roads have participated to some 
extent. For instance, the southwestern 
earriers, notably the Atchison, Topeka & 
Santa Fe, have been adversely affected 
by the crop failure in winter wheat. 
Northwestern carriers, notably the Great 
Northern and the St. Paul, have registered 
very sharp gains due to increased iron ore 
and grain shipments and other factors. 


TREND OF CARLOADINGS 
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Similarly, some stocks have advanced 
much more sharply than others, the more 
speculative issues having recorded the 
largest percentage gains. Purchase of 
the highly speculative stocks involves the 
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4 Tide Water Associated — 


“Behind the Market” Oil 


HE oil industry is among those 

best situated to quickly attain 

sharp and substantial recovery in 
earning power through cooperative ad- 
ministration of the new Industrial Con- 
trol Act. The primary reason for this 
is that in consumption of its principal 
money product, gasoline, it has suffered 
relatively little from the depression, as 
evidenced by Government figures show- 
ing indicated domestic demand for motor 
fuel in 1932 about 11 per cent ahead of 
1928 and only 8 per cent below the all 
time peak established in 1931. Although 
these figures represent the brightest side 
of the picture, taking no account of the 
sharp decline in gasoline exports or of 
the decline in industrial demand for 
fuel and lubricating oils, they do clearly 
indicate the relatively favorable position 
of the industry with respect to demand 
for its products. With consumption so 
well maintained it will be relatively less 
difficult to achieve control of production 
through the new powers of the Federal 
Government, aided as they are by a wide 
degree of cooperation within the in- 
dustry and by the indications of passing 
of the production peak of the prolific 
East Texas field, which has been the 
greatest source of difficulty in production 
control since its initial development in 
the fore part of 1931. - 


The market performance of the oil 
stocks in the past three months has been 
excellent, especially in view of the recur- 
rent weakness in the oil price structure in 
the first quarter. Last year the industry 
as a whole made substantial earnings im- 
provement from the large deficits of 1931, 
but lost a considerable proportion of these 
gains in the first three months of this 
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year. Now, however, oil prices are again 
improving and the earnings rate of 1932 
should soon be equalled and surpassed. 
Although the oil shares are already dis- 
counting a material improvement in 
profits, they are not yet reflecting re- 
covery to an adequate basis as measured 
by a reasonable rate of return on the in- 
vestment in this twelve billion dolla. in- 
dustry, which is generally conceded to be 
the second largest of our country. 


One of the impertant major integrated 
units which does not seem to be ade- 
quately appraising marketwise its po- 
tentialities under the improved econdi- 
tions visualized for the industry, is Tide 
Water Associated Oil Company. This 
holding company operates on the West 
Coast through its subsidiary, Associ- 
ated Oil, and in the Eastern States and 
in the Mid-Continent field through Tide 
Water Oil, its other principal subsidiary. 
Approximately 98 per cent control of 


these subsidiaries is held by the 
parent company. 
Extensive crude properties in the 


Mid-Continent district and in California 
afford potential production far in excess 
of total refinery capacity of about 136,000 
barrels of crude daily, but proration re- 
strictions have made it necessary for the 
company to purchase a large portion of its 
crude requirements. Net crude produc- 
tion in 1932 was 39,208 barrels daily, less 
than a third of refinery capacity and 
probably about one-half of actual re- 
finery consumption. 

As a result of the somewhat better 
average price structure of 1932 as com- 
pared with 1931, Tide Water Associated 
reported net income of $4.7 millions, 
compared with deficit of $5.8 millions in 


assumption of large risks, especially since 
there is no assurance that a few more 
roads will not have to undergo financial 
reorganization. Undoubtedly, some situa- 
tions which were hanging in the balance 
have been saved from reorganization by 
the sharp improvement in railroad earn- 
ings since March. At the same time, the 
need for Reconstruction Finance Cor- 
poration loans has not been entirely re- 
moved, and it would appear that some of 
the carriers which require further assis- 
tance from the R.F.C. are mot eligible 
under the provisions of the new Federal 
railroad law. Thus, a few more receiver- 
ships or trusteeships would appear to be 
avoidable only if the private banking 
organizations make some loans. It is not 
inconceivable that some loans of this 
character will be forthcoming in view of 
the improvement in rail earnings and 
prospects. On the whole, it appears that 
the advance in railroad stock prices has 
not fully discounted the prospective im- 
provement in earnings. In most cases, 
retention of commitments in sound rail- 
road shares would appear to be warranted. 


1931, despite a 6 per cent decline in gross 
revenues to $90.8 millions. Operating 
economies played an important part in 
the showing of net income, and many 
of these will remain effective in the future 
although some will inevitably be lost in 
the recovery period. Financial position 
at the close of 1932 was strong, with total 
current assets of $49.6 millions equal to 
4.2 times current liabilities and net work- 
ing capital of $37.8 millions equal to 
about $6.75 a share (assuming fixed assets 
adequate for prior capital claims). 

The oil price structure in 1932 averaged 
not far from 40 per cent below the levels of 
1928 and 1929, which were not unduly 
prosperous years for the industry con- 
sidering its entire history and large in- 
vested capital. In 1929 Tide Water 
Associated reported gross of $175.9 mil- 
lions and net of $14.0 millions equal to 
$1.73 per share of common. Under pres- 
ent day efficiency. profits of similar 
amount could undoubtedly be achieved 
under a lower price structure than pre- 
vailed at that time, and the 1929 level 
was about 26 per cent lower than 1926. 
In the light of these facts such a recovery 
appears to be a not unduly optimistic 
expectation. 


The parent company 6 per cent pre- 
ferred stock paid regular dividends 
through 1932, but omitted the payment 
due April 1, 1933. Resumption of pay- 
ments on this issue should be possible 
later in the year and common dividend 
disbursements are not improbable in 
1934. Both issues appear to offer at- 
tractive long term prospects. the pre- 
ferred stock being the more conserva- 
tive in character. 
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Ten Outstanding Stocks 
Held for Recovery 


* A number of companies have weathered the business depression with- 

out materially weakening their financial position and have taken 

advantage of the period of business calm to strengthen their competitive 

status through the introduction of new products and extension of channels 

of distribution. For such companies, substantial profits are in prospect 

once normal economic conditions are restored, and thts should ultimately 
be reflected in the market position of their shares. 


Curtailed demand for these products 
during the past three years has resulted 
in a falling off in income but the company 
has maintained profitable operations 
through the intensive marketing of domes- 
tic household electrical appliances. New 

products have been developed, 


HE progress which has 

| been made recently in 
the direction of economic 
recovery and clear indicatiors 


including an air conditioning 
unit which has distinet earn- 
ings potentialities for coming 


that the secular trend of busi- 
ness will be upwards until 
the ultimate goal of normaley 


is reached, quite naturally fixes 
attention on the stocks of those 
companies which are in a posi- 
tion to duplicate or improve 
upon earnings of normal times. 
Taken alone, the record of 
corporate accomplishments in 
periods of prosperity has little 
prophetic value as the past 
four years of economic stress 
have effeeted drastic realign- 
ments in relative competitive 
positions and also, in many 
cases, have depleted working 
capital reserves which will 
greatly restrict scope of opera- 


years. The field in which Gen- 
eral Electric operates has not 
been fully exploited and this 
situation coupled with demon- 
strated productivity of re- 
search laboratories presage 
larger earnings under more 
normal trade conditions. 


4 Kennecott Copper ranks 
as the second largest copper 
producer, having at present 
an actual mine capacity in 
excess of one billion pounds 
of copper a year. The com- 
pany is currently operating 
at about 20 per cent of capac- 
ity. Its subsidiaries, Utah 
Copper and Branden Copper, 
are two of the lowest cost cop- 


tions during the initial recovery 
stage. There are present in a 
few situations, however, the possibilities 
of a vigorous expansion in earnings as the 
plateau of normaley is approached and 
issues of representative companies of this 
type have been selected as suitable media 
for participating in recovery development. 


4 AmeRIcAN Rapiator & STANDARD 
SANITARY is engaged in the manufacture 
and sale of a diversified line of heating 
and plumbing equipment used in all 
types of buildings. The company has not 
only maintained its strong competitive 
position in this field during the past three 
years but has also developed allied lines, 
notably air conditioning equipment, which 
substantially improves potential earning 
capacity. Reflecting the slump in the 
commercial and residential construction 
fields during the past three years, net 
sales declined from $144.6 millions in 1929 
to $49.8 millions in 1932; net earnings 
during this period shrank from $20 
millions to a deficit of $5.9 millions. Net 
working capital which stood at $80.3 
millions at the close of 1929, amounted to 
$44.3 millions as of December 31, 1932. 
Present financial resources, however, are 
adequate to permit the company to fully 
embrace opportunities for increased busi- 
ness which should accompany general 
business recovery, and it should be a 
principal beneficiary of the Federal public 
works program. 


4 American & Fore1GN Power, under 
the supervision of Electric Bond & Share, 
furnishes utility services to communities 
jocated in 13 foreign countries. Upwards 
of 80 per cent of total revenues are de- 
rived from the sale of electricity. The 
policy of the management has been to ex- 
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pand physical facilities and extend scope 
of operations rather than concentrate 
upon immediate profit results. Expan- 
sion and new construction programs have 
been practically completed and efforts are 
now being directed toward stimulating 
demand for electricity in communities 
served. The company is a direct benefi- 
ciary of recent foreign exchange advances 
as this materially adds to its dollar in- 
come; stabilization of the dollar below its 
present parity would increase earnings 
expressed in American currency in direct 
proportion to the amount of dollar de- 
valuation. 


4 Curys_er ranks third in the volume 
of production among domestic automo- 
bile manufacturers. Concrete results of 
the company’s competitive efforts during 
the past four years are indicated by the 
fact that in 1928, which in many respects 
may be regarded as a year of normal auto- 
mobile demand, Chrysler-built cars ac- 
counted for but 7.8 per cent of total sales, 
whereas in 1932, 16 per cent of all cars 
sold were of Chrysler manufacture. The 
company produces a line of passenger 
ears which embraces virtually every price 
class, has a strong dealer organization, 
adequate cash resources and the manage- 
ment’s success in gauging changing public 
demand for motor cars would appear to 
insure full participation in indicated 
increased automobile demand. 


4 GENERAL E.ectric leads in the manu- 
facture and sale of electrical equipment. 
In normal times the bulk of revenues is 
derived from the sale of heavy duty 
equipment which is taken largely by the 
public utilities, industrials and the rails. 


per producers in the world and 
at current prices for the red 
metal, Kennecott is showing an operating 
profit. The trend of copper prices should 
be upward from this point forward, and 
as the company is chiefly a domestic pro- 
ducer and has the benefit of a protective 
tariff, higher earnings levels appear in 
prospect. 


4 Lima Locomotive Works is among 
the three large steam locomotive manu- 
facturers in this country. The slump in 
rail traffic and resultant increases in 
supply of inactive locomotives have 
greatly curtailed operations of the com- 
pany during the past four years. Despite 
heavy operating losses, a strong financial 
position has been maintained, net current 
assets at the end of last year amounting 
to more than $33 per share of common 
stock. Development of more efficient 
engines and curtailed railroad buying 
have established a large potential demand 
for the company’s products, which should 
be translated into actual orders in the 
not far distant future. 


4 PENNSYLVANIA RAILROAD operates one 
of the world’s largest railway systems. 
Its trunk line extends from New York 
City to St. Louis, via Philadelphia, Pitts- 
burgh, Cleveland and Chicago and feeder 
lines connect with the more important 
industrial and agricultural communities 
in this area. The company has main- 
tained a satisfactory financial position 
throughout the depression, has not been 
forced to do temporary financing to meet 
current operating expenses and has no 
substantial bond maturities until 1936. 
Freight revenues are derived mainly from 
transpertation of manufactured products 
and fuel, and indicated increase in con- 


7 


Cc oa 


sumption of these products during the 
advanced stages of recovery should result 
in retrievement of former substantial 
earning power. 


4 Kansas City SovrHern is one of the 
very few railroads, except for some of the 
larger carriers, which have not found it 
necessary to seek outside financial assist- 
ance during the past three years. The 
very strong financial position of this 
company has been well maintained, al- 
though dividend payments were in ex- 
cess of earnings in 1931 and 1932. On 
April 30, current assets were about $1.4 
million in excess of current liabilities. 
With revenues increasing, there is no 
question as to the company’s ability to 
maintain its financial integrity. There 
was a net loss of $588,298 for the first four 
months of 1933, but May report showed 
net operating income almost twice that of 
May, 1932, and the outlook for the re- 
mainder of the year indicates great 


earnings improvement. The road is 
primarily a carrier of oil and oil products. 
The stabilization of the industry expected 
as a result of the operation of the Indus- 
trial Recovery Act should bring substantial 
indirect benefits to Kansas City Southern. 


4 Repvusiic ranks as the third 
largest domestic steel enterprise and has 
representation in all basic classifications 
of the industry except rails and structural 
shapes. Extraordinary expenses arising 
from the consolidation of the concern 
(in 1930) and greatly curtailed demand for 
its products have resulted in unprofitable 
operations since its formation. However, 
at current operating levels the company is 
realizing a modest profit; operating ex- 
penses have been pared substantially 
and adequate earnings seem at last to be 
in sight. 


4 Texas CorporRATION is one of the two 
largest oil companies in this country 


Vv 


4Electric Auto-Lite — 


Overlooked Bargain 


automobile accessory companies, 

Electric Auto-Lite’s operations 
were severely curtailed in the first quarter 
of 1933, but unlike most of the others, 
Auto-Lite was able to keep ‘‘in the black” 
in this period in which the nation’s busi- 
ness was partially paralyzed by the bank 
moratoria. The net income of $70,402 
was small, comparing with net of $547,680 
reported for the first three months of 
1932, but it stands out in contrast to the 
deficits reported by many other units in 
the same general field. 


le practically all of the other 


Earnings Gain Indicated 


The company’s report for the second 
quarter should reveal substantial im- 
provement in earnings. Auto-Lite oper- 
ated on a three- to four-day week in 
April, but this was stepped up to five 
days in May. This schedule, which has 
been maintained in June, by no means 
indicates anything like capacity opera- 
tions, but the volume is apparently suffi- 
ciently high to permit the realization of 
relatively good profits. Sales and ship- 
ments in May were about 35 per cent 
ahead of April and the average for June 
apparently maintained the May level. 
The usual seasonal let-down in July will 
doubtless be much less marked than in 
most years, since the automobile industry 
is not following the usual seasonal trend 
lines this year. 

There are two main divisions of Auto- 
Lite’s business, electrical equipment and 
storage batteries for automotive vehicles. 
The company;is the largest independent 
manufacturer of ignition, starting and 
lighting equipment, and one of the largest 
manufacturers of storage batteries. Since 
replacement business in starting, ignition, 
and lighting equipment is small, this part 
of the company’s activities naturally 
fluctuates in close accord with the volume 
of production of new motor vehicles in 
this country. Replacement business in 


automobile batteries is heavy, which 
means that the volume of production in 
this division is more stable, and the 
company’s subsidiaries manufacture USL, 
Prest-O-Lite and Marko batteries. In 
spite of the high degree of stability in the 
replacement market for storage batteries, 
profits in this field are restricted in view 
of the extremely keen competition which 
prevails. In addition to a number of 
strong manufacturers with national dis- 
tribution, there are many small com- 
panies catering to the local markets. 
Many of these units sell second-grade 
batteries at prices materially below those 
quoted for the nationally known makes. 

Thus, Electric Auto-Lite is able to 
realize large profits only when the volume 
of production of new motor vehicles is 
materially in excess of 1932 levels. Profits 
have declined sharply since 1929, in con- 
formity with the experience of the auto- 
mobile industry, as shown by the follow- 
ing record of common share earnings: 


Equipment for Ford cars has con- 
stituted a very important part of the 
company’s sales in recent years. The so- 
called ‘‘independents,” including Auburn, 
Hudson, Graham, ‘Studebaker,: Nash, 
Packard and Hupp, account for most of 
Auto-Lite’s other original equipment 
business. Thus, the increasing share of 
the total available automobile business 
obtained by the General Motors and 
Chrysler units since 1929, at the expense 
of Ford and the independents, has tended 
to restrict Electric Auto-Lite’s volume. 
However, except for the relative positions 
of Ford and the other two. leaders, .the 


exclusive of the “Standard Oil” group- 
The company is completely’ integrated 
and its products enjoy national distribu- 
tion. Net working capital, which 
amounted to over $14 per share at the 
end of last year, is sufficiently large to care 
for expanding requirements under the 
recovery program. Close control of oper- 
ating expenses has been attained, oper- 
ating deficit having been reduced to $2.1 
millions last year from $9.9 millions re- 
ported in 1931. Ona cash basis, of course, 
(i.e., before depreciation and depletion 
charge-offs) the company showed a profit 
in each year. The position of strength 
which the company occupies in the oil 
industry places it directly in line for in- 
creased earnings, given improvement in 
oil trade conditions developing in sym- 
pathy with general business recovery and, 
more particularly, under the Industrial 
Reeovery Act, which should result in a 
more satisfactory price structure in the 
industry. 


declines in the percentage of total sales of 
Auto-Lite’s other customers have been due 
to the increasing concentration in low- 
priced ears. 

This, of course, was a depression phe- 
nomenon, and the trend will be at least 
partly reversed if the current improve- 
ment in general economic conditions con- 
tinues. Reports from the motor trade 
already indicate that there has been sig- 
nificant improvement in the demand for 
higher priced cars such as those manu- 
factured by Nash, Studebaker, Auburn 
and other customers of Auto-Lite. Pre- 
dictions as to what the future holds in 
store in respect to the great competitive 
struggle among Ford, General Motors and 
Chrysler in the low priced field would be 
rash, but it appears safe to assume that 
Ford will retain a large part of this mar- 
ket, and that this company, which has 
been Auto-Lite’s best customer in the 
past, will again require very large amounts 
of starting and ignition equipment, 


Strong Financially 


Electrie Auto-Lite’s net working capi- 
tal declined from $14 millions in 1929 
to $3.6 millions at the end of 1932, but a 
current ratio of better than four-to-one 
(current assets—current liabilities) has 
been maintained. The company has no 
bonds, and notes payable amounted to 
only $155,000 at the end of last year. 
However, dividend payments on the com- 
mon stock were suspended after the dis- 
bursement of 30 cents a share on January 
2, 1933, in order to conserve the com- 
pany’s cash resources and in view of the 
abnormal banking situation. Dividend 
payments have been maintained regularly 
on the / per cent preferred stock, 41,977 
shares of which are outstanding. While 
resumption of dividends on Auto-Lite com- 
mon stock is not in immediate prospect, 
the shares appear to have speculative 
possibilities based on continuance of the 
upward trend in automobile production. 
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“United Biscuit — 


Laggard 


A Stable 


Industry 


A Study of comparative statistics in the 
biscuit and cracker field indicating the 
relative position of United Biscuit as com- 
pared with National Biscuit and Loose-Wiles 


HILE constituting the little 

member of the ‘‘ big three’’ in the 

biscuit and cracker field, United 
Biscuit has closely followed the earnings 
trends of its two larger competitors, 
National Biscuit and Loose-Wiles, which, 
in representing a comparatively stable 
division of the food products industry. 
have done comparatively well in mainte- 
nance of earnings and dividends during 
the period of declining demand and 
shrinking prices. Now that a reversal 
of the trend is indicated it would seem 
reasonable to expect that the prices of 
the shares would be entitled to move 
forward more or less in unison in discount- 
ing the earnings improvement which 
should follow an expansion of sales vol- 
ume. National Biscuit, for instance, has 
advanced over 180 per cent from its 1932 
low price while Loose-Wiles has increased 
in market value by 150 per cent. Mean- 
while, however, United Biscuit’s advance 
has only amounted to 120 per cent and on 
this basis the stock would appear to be 
the laggard of the group. 

In reflecting the curtailment of purchas- 
ing power since 1929, gross revenues and 
earnings of the biscuit bakers have re- 
corded a moderate downward trend, but 
net income has been sufficiently large to 
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warrant the maintenance of dividends 
although a number of reductions have 
been made. United Biscuit, as indicated 
in the chart below, maintained gross rev- 
enue for 1982 close to the levels of 1928 
but earnings shrunk about 38 per cent. 
Neither National Biscuit nor Loose-Wiles 
report gross revenues but the former 
showed only a 3 per cent decrease in 
earnings for 1932 as compared with 1928 
while the latter suffered a decline of 43 
per cent. With a reversal in the trend of 
earnings, therefore, both United Biscuit 
and Loose-Wiles should present the larger 
opportunity for earnings recovery. <A 
review of the gain in sales and earnings 
registered by United Biscuit from 1928 
to 1929 reveals that a 28 per cent gain in 
dollar volume was translated into a 56 
per cent gain in earnings and thus for 
every 10 per cent increase in sales there 
was a 20 per cent gain in earnings. 


The Processing Tax 


Recent discussions of the status of the 
millers and bakers, however, have ques- 
tioned their ability to increase income in 
the face of the processing tax which is 
levied under the new Agricultural Ad- 
justment Act. This tax, which is sup- 
posed to help eliminate surplus stocks of 
wheat and other commodities and thus 
raise prices, is in reality a sales tax which 
will be passed on to the bakers in the 
form of higher prices. To the biscuit 
and cracker makers, the tax is not re- 
garded as a serious threat to future profit 
margins by reason of the fact that wheat 
flour is only one of several ingredients 
which is used to produce the bakery 
specialties and the costs of overhead, 
labor, the package and distribution are so 
large in proportion to the actual cost of 
the raw foods entering the product as to 
make moderate changes in commodity 
prices an unimportant factor. If neces- 
sary, any moderate advance in raw ma- 
terial prices could be passed on to the con- 
sumer either in the form of a mark-up in 
retail prices or the development of 
smaller packages at the same prices as at 
present. 

On the basis of recent earnings and 
current dividends United Biscuit appears 
more attractive, statistically, than its 
two larger competitors, as reflected in the 
following tabulation: 


ftarned per Share: Loose- National United 
Yr. to Dec. 31: Wiles Biscuit Biscuit 
$4.07 $7.31 $3.02 
4.88 8,20 4.39 
3.99 3.41 4.01 
|, 3.14 2.86 3.71 
ee 2.04 2.44 1.79 
Annual Dividend.... 2.00 2.80 1.60 
Current Yield..... 50% 5.0% 6.4% 
Price times Earns.... 19.6 22.9 13.9 
ist Qu. to Mar. 31: 
ave 0.58 0.42 0.41 
Quarterly Dividend. 0.50 0.70 0.40 
rice times Qu Earns 68.9 133.3 60.9 


It will be noted that United Biscuit is 
not only selling on a higher yield basis 
than National Biscuit and Loose-Wiles, 
but is also available at a lower price- 
earnings ratio both on the basis of 1932 
results and the earnings for the first 
quarter of 1933. 

Financially, United Biscuit compares 
favorably with National Biscuit in that 
net. working capital of both companies is 
equal to $5 per share on their respective 
common stocks. Net working capital 
of Loose-Wiles is equivalent to $10 a 
share. On the basis of working capital 
ratios, United Biscuit makes the best pic- 
ture with current assets 5.8 times current 
liabilities while the ratio of National 
Biscuit is 5.4-to-1 and Loose-Wiles 5.5-to- 
1. The leverage factor also favors United 
Biscuit in that each common share is 
junior to $10 of senior securities; Loose- 
Wiles has only $7 of senior securities 
ahead of each share of common and Na- 
tional Biscuit $4 a share. 


The Outlook Brighten’ 


The outlook for the biscuit manufac- 
turers is as favorable as that of any di- 
vision of the food industry for the expan- 
sion of its sales volume depends almos‘ 
entirely upon public purchasing power. 
It is true that part of the package lines are 
classified as table luxuries in that sweet 
crackers are used mostly as a substitute 
for cake and with dessert foods, but it is 
this group which provides the largest 
margin of profit during good times and, 
therefore, it is a factor in pulling earnings 
up at a faster ratio than sales. The ad- 
vent of legal beer has sharply stimulated 
the- demand for pretzels and cheese- 
erackers and recent reports suggest that 
this division of the business alone will 
go far in turning the tide of earnings 
during the cusrent year. 
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The Farmer’s Burden Shifts 


Interpreting the Agricultural Adjustment Act 


ESIGNED to establish and main- 
tain a balance between the pro- 
duction and the consumption of 

agricultural commodities, the Agricul- 
tural Adjustment Act attempts to re- 
establish prices to farmers at a level that 
will give agricultural commodities a pur- 
chasing power with respect to articles 
that farmers buy, equivalent to the pur- 
chasing power of agricultural commodi- 
ties in the base period from August, 1909, 
to July, 1914. In other words, the aim is 
to correct the maladjustment between 
prices of things the farmer sells and things 
he must buy. 

The selection of the five-year period 
from 1909 to 1914 as a base for the price 
relationship is decidedly in favor of the 
farmer, as during those years prices for 
farm products in relation to prices in 
general were at the highest levels for 
many years and contemporaries fre- 
quently complained about the rising cost 
of living. erefore, the choice of that 
period as “normal” for the establishment 
of a fair value of exchange, is perhaps 
justly subject to criticism. 

Completely disregarding the economic 
changes in international relationships 
brought about by the war, the American 
farmer has continued to produce for mar- 
kets that no longer existed with the inevit- 
able result of piling up large surplus stocks 
which, of course, have depressed prices in 
many cases below production costs. 


Reduction of Surplus Stock 


It is through the elimination of such 
surplus stocks that the Agricultural Ad- 
justment Act will attempt to remedy this 
situation and raise the prices of agricultural 
commodities. As the Government has no 
constitutional power to enforce a curtail- 
ment of production, the success of the 
bill depends almost entirely upon volun- 
tary cooperation of the individual farmer. 
The price to be paid for this cooperation 
and reduction of crops is to be charged to 
the first processor of such commodities 
in the form of a tax. While called a proc- 
essing tax, it is in the final analysis noth- 
ing but a sales tax levied to help a certain 
group of the population instead of being 
directed into the general fund of the 
Treasury to benefit the nation as a whole. 
On the other hand, if prosperity can be 
restored to the much harassed farmer by 
this method, it should be worth the addi- 
tional tax imposed upon the consumer. 

Se far, regulations have been issued for 
three staple commodities— cotton, wheat 
and tobacco—all of which are world ex- 
port articles. As their price structure in 
the world markets is subject to many 
factors over which this country has no 
control, the price regulating feature of the 
bill is limited to the domestic consumption 
only. 

The statistical position of cotton is the 
worst in years. Since 1929 the earryover 
has grown from 41% million bales to 13 
million bales at the present time. In 
addition we have a crop in the fields 
promising to bring from 13 to 14 million 
bales. Consequently the Administration 
has set as its goal the reduction of the 
present cotton crop by at least 10 million 
acres and a minimum of 2 million bales. 
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Cooperation with the Government will 
give the cotton farmer either a cash pay- 
ment based on the productivity of the 
abandoned land (ranging from $6 to $12 
per acre) plus an option on government 
held cotton in an amount equal to that 
retired from production at a price of 6 
cents per pound, or a cash benefit without 
the cotton option ranging from $7 to $20 
per acre. Should exercise of the option 
turn out to be unprofitable for the farmer, 
he is under no obligation to use it. 

The loss on this government held cotton 


offered under the options at 6 cents per — 


pound is figured at about $54 millions. 
which together with the cash compensa- 
tion to the farmer will be provided by the 
tax collected from the first processor of 
cotton, usually the cotton mills. The 
amount of this tax will be figured on the 
basis of statistical data to allow for a fair 
exchange value for the cotton producer 
and under present circumstances with a 
price for cotton of 10 cents it would be 
approximately 4 cents a pound. 


Tax Criticized 


The payment of this tax represents 
quite a problem for the cotton textile 
industry inasmuch asit calls for a cash out- 
lay, to be made by companies whose 
financial condition in the aggregate is 
none too strong and in most instances 
they will be forced to borrow the neces- 
sary amounts for that purpose. As it 
takes about four months from the open- 
ing of a bale of cotton until the finished 
products go into consumers’ hands, it 
would require that time to offset the tax 
by shifting it to the consumer. If ex- 
pressed in percentages of the price of 
finished goods, the tax is relatively small. 
The Secretary of Agriculture, for instance. 
has estimated that it probably will result 
in a $1.50 shirt costing the consumer 
$1.55. Furthermore, the Department of 
Agriculture has prepared statistics show- 
ing that cotton sheeting and print cloth 
are still selling on the basis of 14.9-cent 
cotton and the belief has been expressed 
that cotton goods are currently selling at 
prices high enough for the processor to 
absorb the tax. While this is the official 
opinion of the Department of Agriculture. 
the cotton trade seems to think otherwise 
and has announced as the inevitable re- 
sult an all-around inerease in prices for 
cotton goods. It also has pointed to 
the danger of foreign competition and has 
asked for additional tariff protection com- 
mensurate with the processing tax. 

Similar conditions are faced by the 
wheat farmer, except that mother nature 
this year has lent a helping hand in ma- 
terially reducing the large carryover. 
The poor crop is likely to cause a reduc- 
tion of 150 million bushels in the earry- 
over, which, however, leaves a surplus of 
over 350 million bushels to be carried by 
the United States, amounting to almost 
half of the total world surplus. 

Contracts with farmers for reduction of 
wheat acreage therefore are solicited 


only for the years 1934 and 1935 with 
initial compensation payments to start 
next Fall. The total amount to 
be distributed to wheat growers as premi- 
ums for acreage reduction is about $150 
millions, under present price conditions 
ealling for a processing tax of about 30 
cents per bushel which would theoretically 
increase the price of a loaf of bread by only 
about half a cent. 

Here again it is the opinion of the 
Department of Agriculture that at least 
a part of the tax could be absorbed by the 
processing industry. In support, the 
following data have been given: ‘‘In the 
pre-war period of 1909 to 1913, hard win- 
ter wheat was selling at 95 cents a bushel 
at Kansas City, flour sold for $4.38 a 
barrel and the retail price of bread was 6 
cents per pound. But in 1932, when 
wheat at Kansas City was 46.9 centsa 
bushel and flour $3.85 a barrel, bread 
sold there at 6.7 cents a pound. In other 
words, while wheat prices fell more than 
50 per cent bread prices rose 10 per cent. 
Such a spread suggests that at least part 
of the processing charge should be ab- 
sorbed in the spread between the pro- 
ducer and the consumer.” 

Such statements, while apparently 
logical, completely neglect the factors of 
production costs such as wages, taxes, 
depreciation of machinery, and similar 
costs, which absorb a larger proportion of 
the selling price of bread and are higher 
to-day than during the period under com- 
parison. Consequently the ultimate econ- 
sumer will doubtless be the one to support 
this subsidy to wheat growers. 


Tobacco Controlled 


A plan for reduction of the 1933 crop 
of cigar leaf types of tobacco has also been 
announced and is being put into effect. 
Compensation to farmers is fixed on an 
average vield basis per acre, giving him the 
choice of crop year. The money required 
to finanee this plan will also be raised 
through a tax to be applied to all proc- 
essed cigar leaf tobacco. The exact rate 
of the tax and the date it will be applied 
have not been determined, but on the 
basis of the present price structure and the 
“fair exchange value’ theory it would 
amount to about 6 cents per pound. 

Concerning the final incidence of the 
processing tax sharp differences of opinion 
have developed. There is some support 
for the belief that this tax will act as a 
boomerang and force down the prices 
paid to farmers, making the benefits of 
the plans illusory. On the other hand, 
there is the possibility that a shifting of 
the tax to the ultimate consumer would 
seriously curtail buying demand or divert 
it to substitutes not subject to such a tax. 
From whatever angle one considers the 
problem of the processing tax, it is certain 
that it tends to increase the cost of living 
whether absorbed partially by the manu- 
facturer or placed entirely upon the ulti- 
mate consumer. The divergence of opin- 
ions on this problem clearly indicate that 
the Administration has embarked upon 
an ‘‘untrodden path,’”’ and only experi- 
ence can justify the accuracy of these 
economic theories—but time is often a 
very expensive teacher. 
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Second Grade Rail Bonds Up Sharply 


AN UNDERVALUED BOND 


govTn CAROLINA POWER first lien & refunding gold 5s, 1957, currently quoted 
on the New York Curb to yield 7.7 per cent, appear to occupy an attractive 
speculative investment position on the basis of security and interest coverage. Serv- 
ing the textile manufacturing centers of Charleston, Aiken, Beaufort and 93 other 
communities in South Carolina, output and earnings have recently reflected sharp 
increase in textile production. For the 12 months ended April 30, 1933, fixed charges 


were covered 1.34 times compared with 1.37 times in the preceding 12 months. 


Net 


in April, 1933, was $86,101 compared with $84,341 in April, 1932, and a similar gain is 
understood to have taken place in May. For the first 5 months of 1933, profits of the 
company were slightly ahead of the corresponding previous period. A subsidiary of 
Commonwealth & Southern Corporation, the company serves communities located 
outside the 200 mile radius of Muscle Shoals and should not be affected by the Gov- 
ernment’s plan to develop this project. 

The first lien & refunding 5s, 1937, are secured by a direct mortgage on the entire 
fixed public utility property of the company subject to $4 millions underlying bonds 
($1.6 millions Charleston Consolidated Railway 5s, 1999, and $2.4 millions Georgia- 
Carolina Power 5s, 1952) in the hands of the public. 


new high ground again last week. 
All groups except foreign issues 
and U.S. Government bonds participated 
in the upward movement, but the ad- 
vance was most pronounced in secondary 
railroad bonds. The groups which had 
made large gains in previous weeks, such 
as the Baltimore & Ohio, Erie and New 
York Central issues, extended their ad- 
vances, but the most sensational gains 
were made in bonds which had been selling 
in a lower price range, notably obliga- 
tions of the Chicago & North Western, 
Rock Island, Denver & Rio Grande 
Western, Nickel Plate and St. Paul. 
Grounds for the advances in the 
more speculative bonds mentioned 
above can be found in directly related 
factors. The May earnings reports of 
the Nickel Plate, Chicago & North 
Western, Rock Island, Denver & Rio 
Grande and St. Paul show. substantial 
gains over both recent months and May, 
1932. After 22 months of deficits after 
charges, the Nickel Plate’s May earnings 
approximated charges applicable to the 
period. The Rock Island did not earn 
fixed charges in May, but the road showed 
a gain of about $500,000 in net operating 
income over May of 1932. Judging from 
ear loadings in June, the Rock Island 
probably came close to covering fixed 
charges for that month, and the St. Paul 
covered fixed charges in May after show- 
ing a loss on operations for the four 
months ended April 30. In May, 1932, 
a net operating deficit of $1.2 millions was 
reported. The Chicago & North Western 


"To bond averages moved into 


and the Denver & Rio Grande Western 
failed, by wide margins, to cover charges 
in May, but both roads showed net oper- 
ating income for the month in contrast 
with operating losses in May, 1932. 


The Outlook for Earnings 


The fact that some of these roads. are 
barely covering fixed charges, and others 
realizing operating income far from suf- 
ficient to meet bond interest and other 
deductions, after showing large losses in 
the first four months of 1933, might not 
appear to be adequate ground for the 
very large gains which have been recorded 
in their junior bonds. However, it must 
be remembered that the trend of earnings 
is a more important market consideration 
than the actual earnings of the moment. 
The trend for these roads is decidedly 
upward, and the June reports should 
show even larger gains than those for 
May. The earnings trend is important 
not only to the holders of obligations of 
roads which may be saved from bank- 
ruptey by the improvement, but also to 
bondholders of companies which have 
already sought the protection of the 
eourts. The advance in the market for 
the Rock Island bonds is an example. 
The reason is to be found in the fact that 
a sustained improvement in earnings will 
permit reorganization on terms much 
more favorable to junior bondholders 
than those which would have to be 
adopted if the reorganization managers 
were to assume that income would be 
stabilized at the levels of 1932 or about at 


the average for the first quarter of 1933. 

Some of these roads, notably the Nickel 
Plate and the Chicago & North Western, 
still have serious financial problems to 
meet. Both have large bond and short 
term indebtedness, are in weak working 
capital position, and will apparently have 
to obtain further loans from the Recon- 
struction Finance Corporation. Conse- 
quently, it would appear that a conserva- 
tive attitude toward their junior obliga- 
tions (especially Nickel Plate 6s, 1935, 
which have advanced from a low of 514 
to prices around 50, and Chicago & North 
Western 434s, which have advanced from 
a low of 41% to 35) should be maintained. 
However, if the current earnings improve- 
ment continues, and the Interstate Com- 
merce Commission and the R. F. C. adopt 
a lenient attitude, they may be able to 
avoid the drastic reorganizations which 
appeared inevitable a few months ago. 

Bond redemption ealls of the last three 
weeks include City of Havana first 6s, 
1939—$77,500 at par on July 1, and 
second 6s, 1939—$33,000 at par on July 1; 
Ohio State Telephone Co. cons. & ref. 5s, 
1944— $300,000 at par on July 1; Con- 
sumers Sanitary Coffee & Butter Stores 
conv. 6s due serially to 19359—entire issue 
at 103 on November 15; General Electric 
Company of Germany deb. 7s, 1945— 
$333,000 at 105 on July 15; Duluty, Mis- 
sabe & Northern Ry. gen. 5s, 1941— 

22,000 at 105 on July 1; Consolidated 
Public Utilities Co. of Westminister, Md., 
ref. & gen. 6s, 1962—entire issue at par 
on July 15; and Selden Co. first 6s, 1938— 
$18,200 at 103 on August 1. 
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Copper Stocks 
Overpriced? 


ROM its depression low of 5 cents a 
pound, which was witnessed at the 
close of last year and in March of 
this year, the price of copper has advanced 
by some 60 per cent to the present 8-cent 
level. This advance has coincided with 
the enactment of an inflationary program 
by Congress and a suspension of. gold 
payments that has brought the dollar to 
a discount of more than 20 per cent in 
terms of the few remaining gold standard 
currencies. The raw material commodi- 
ties, in which group price deflation had 
been most severe, have responded most 
fully to these influences, while retail price 
levels have been only slightly affected. 
Along with the inflation threat and the 
few actual steps taken in that direction 
there has come a reversal of the downward 
trend of business, which has extended so 
far beyond normal seasonal proportions 
as to suggest very strongly the initiation 
of a vigorous upward spiral of recovery 
that will not require unlimited doses of 
inflation to sustain it. Since there are 
still substantial inventories of many basic 
commodities on hand, among which cop- 
per is a good example, it is obvious that a 
price increase predicated upon the threat 
of inflation can not be sustained indefinite- 
ly without a real increase in consumption 
of the particular commodity, which will 
allow a gradual and reasonable reduction 
in the burden of stocks on hand. 


Control of Output 


One of the natural results of an increas- 
ing price level is the stimulation of 
greater production, a result which would 
soon be detrimental to the price in cases 
such as copper where a huge surplus exists. 
Under the provisions of the new Industrial 
Recovery Act it should be possible to 
control production so as to prevent 
collapse of prices and encourage liquida- 
tion of stocks to normal proportions. 
In the case of world commodities it might 
easily be that success of our domestic 
program in raising prices would require 
additional tariff protection or other 
restrictions on imports in order to main- 
tain prices. In the case of copper there 
is already an import tax of 4 cents a 
pound which should be adequate to pro- 
tect the domestic market up to a price of 
9 cents a pound (and perhaps up to 10 
cents). 

The average price of copper in 1932 was 
about 534 cents a pound, a level which 
presents a striking contrast to the inflated 
1929 average of 1814 cents. For the five 
years immediately preceding 1929 the 
average had been about 13% cents a 
pound, a figure closely approximating 
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the 141% cents average of the five pre- 
war years ended with 1913. Despite the 
important improvements in methods of 
extraction in the past decade or more, 
it is obvious that the 1932 level is unrea- 
sonably low even for capacity operations. 
The losses that must be sustained under 
20 per cent operations (which prevailed 
last year) are indicated by the fact that 
Utah Copper, which at capacity can show 
cash operating costs of below 6 cents a 
pound, last year showed costs of about 8 
cents a pound. 


A Low Cost Producer 


Since Utah is the lowest cost producer 
of this country there is no question but 
that the industry needs not only an aver- 
age copper price of 9 cents or more but 
also a substantial increase in consumption 
to allow at least a doubling of the operat- 
ing rate. A number of important Amer- 
ican mines, and many smaller ones, have 
operating costs normally above 10 cents a 
pound, so that it is difficult to see how the 
price can be stabilized at or below that 
figure if the objectives of higher wage 
levels and prohibition of selling below 
costs are to be attained. 

The low cost producers of the country, 
such as Kennecott, Phelps Dodge and 
Magma, will unquestionably get back toa 
basis of profitable operations quite early 
in the recovery movement, but it is prae- 
tically impossible to indicate by statistical 
analysis just what may be expected. All 
the factors in the equation of profits for 
producers are relatively indeterminate 


variables, and in the cases of Kennecott 
and Phelps Dodge there are additional 
complexities introduced through their 
important interests in fabricating and in 
custom and toll smelting and refining. 

Kennecott’s 1932 output was about 22 
pounds per share and the deficit after 
depreciation and inventory adjustment 
was 68 cents a share. A 9-cent level for 
copper would be an advance of 314 cents 
over the average price of 1932, and on 
last year’s rate of output this gain alone 
would indicate an increment of 73 cents a 
share in earnings, which would convert 
last year’s deficit into a profit of 3 cents a 
share. To this should be added the in- 
ventory loss of 15 cents a share which 
was included in last year’s deficit but 
which would be absent with copper stabil- 
ized at 9 cents. Thus we have an in- 
dicated net profit at 9-cent copper on 
Kennecott’s copper production at last 
year’s rate of 18 cents a share. 

This is by no means, however, the 
entire story, and these figures would be 
very misleading as a guide to the actual 
earning rate that will be effective if and 
when copper reaches 9 cents a pound. 
Kennecott’s copper inventory was pre- 
sumably written down at the year-end 
to about 5 cents a pound, and on a rising 
market it will be that extremely low 
valued inventory that will be going into 
consumption at a greatly expanded profit 
margin, rather than new production at a 
cost of around 8 cents a pound. In other 
words, if Kennecott should sell the equiva- 
lent of a year’s output (i.e. 22 lbs. per 
share) at a 4-cent profit margin (i.e. in a 
9-cent market and from a 5-cent inven- 
tory) there would be indicated earnings 
of 88 cents a share. In addition to this 
there would be profits derived from the 
fabricating business (represented by 
Chase Brass) and some further increment 
from an expanding volume of business due 
to economic recovery. 


Selection of Stocks 


Similar difficulties and complexities 
in the statistical approach to probable 
earnings are encountered in the case of 
other companies, but a general study of 
the factors of costs, output and indicated 
price lead to the conclusion that until 
industrial and business recovery has 
reached a more advanced stage a definite 
preference should be given to the low cost 
producers for conservative speculation in 
this group. 


Che Investors’ Platform 


fullest measures for its protection, THe Financia Wor p believes 


Bites the investing public can feel assured of the existence of the 


necessary, and it insists upon, the adoption of the essential reforms 
outlined in the following platform. The more insistent that investors are 
for the inauguration of these reforms, the more quickly will the day arrive 
when these safeguards will become a part of our financial structure: : 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 


IV. Constructive Trading Reforms 
V. Independent Protective Com- 


mittees 


VI. Full Publicity on Security Offerings 


A SPECIAL article has been prepared concerning the great need of 
, these reforms and the power of investors to bring about their adop- 
tion, a copy of which will be mailed to any interested investor. 
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Specutation is not gambling, but a 
highly specialized profession requiring 


- consummate skill and a keen understand- 


ing of fundamental conditions to succeed 
in it. This apparently is not what the 
rank and file of the public thinks it is, 
judging from the character of their opera- 
tions in the market. Until our people 
educate themselves in the real science of 
speculation, casualties among their ranks 
will continue to exceed the successes by 
a wide margin. 


InsretticeNnt speculation is nothing more 
than the assumption of a normal business 
risk. In essence it is a commitment in an 
engagement from which one expects to 
profit because of future growth. In its 
processes there is no place for casual in- 
formation, tips, or just guess work. These 
are the pitfalls that prove the undoing of 
a great many speculators. They take too 
much for granted when they should 
predicate their dealings in the speculative 
field on all the available facts. 


W arcu, listen, study and then con- 
firm” is a good general axiom to follow in 
specdlation. Had this rule been followed 
more in 1928 instead of 1929, when the 
bloom was already off that late lamented 
bull market (and earnings had already 
begun to taper away), fewer speculators 
would have found themselves so far out 
on the limb that it was futile to try and 
get back to safety. 


A SIMILAR psychological phenomenon is 
prevalent in the current speculation. 
Instead of following facts, the majority 
of the speculators are enamored with the 
possibilities of inflation and in conse- 
quence, instead of engaging in commit- 
ments in securities that justify advances 
by their prospects in a legitimate recovery 
in business, they buy indiscriminately on 
the theory that everything must go up 
under the forces now ruling the market. 


Ur To the present time the net result 
of recent blind speculation has been 
profitable and the effect has been to en- 
courage it among the general public. 
For this situation, however, there is a 
valid and sound reason. The long depres- 
sion produced a downward spiral that re- 
duced the general price level to a sub- 
normal basis; a vacuum was produced 
that had to be corrected before a real 
recovery in business could begin. Those 
corrective forces have now completed 
their work. They have engendered suffi- 
cient confidence to permit human initia- 
tive to take up confidently the work of 
restoration. 


Yer this fact is generally ignored by the 
public. It still assumes that the per- 
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pendicular rise 
can continue in- 
definitely and 
apply to all se- 
eurities like a 
blanket that 
covers every- 
thing. Those entertaining this belief are 
bound to come to a rude awakening for 
any market that must be sustained on 
inflation alone without any other support- 
ing props is at all times on an unsound 
basis. 


Even in gauging the ultimate effect of 
inflationary forces, speculation must 
take account of definite facts on which it 
is premised. That point will not be dis- 
cussed here, for it would require a separate 
article to explore it fully. It is cited sim- 
ply to state that it cannot be used as a 
basis for blind speculation. 


Tue type of speculation that succeeds 
best is that which takes into account the 
prospects of the industry in which a com- 
mitment is entered, the relation to it of 
the specific company, the percentage of 
net income available per share, the yield 
(if paying dividends) on the money in- 
vested and its relation to the lending rate 
of capital in the money market. A review 
of such salient facts should determine 
whether the security is underpriced. 


rules govern successful 
speculation. They do not vary from 
those the merchants and manufacturers 
usually apply to their forward commit- 
ments for their own business. They 
weigh the facts carefully before going 
ahead, and the speculator should do like- 
wise. 


N ow that the influence of inflation as a 
market incentive is losing its force, mar- 
ket movements are bound to become more 
and more selective. That will bring about 
a situation where each individual security 
and industry will have to be more closely 
judged by its own prospects, a situation 
that will not be conducive to successful 
blind speculation. 


Wane speculation implies it 
should not involve reckless and foolish 
losses. It is a business that needs as 
much care and study to master as does 
any other vocation in which human aec- 
tivity engages for profit. This is the les- 
son that cannot be often enough driven 
home to the average business man. If a 
person cannot give sufficient time to 
study and review carefully the commit- 
ments contemplated, he cannot expect to 
speculate except at an inordinate risk. 


A\np do not overlook the fact that tips 
are the undoing of many speculators. 


Whether you are a new in- 
vestor or experienced in the 
ways of the market you will 
benefit by the information 


contained in our interesting 
booklet 


‘*Odd Lot Trading”’ 


It explains the many advan- 
tages offered to both the 
small and large investor 


when dealing in Odd Lots. 


Ask for booklet F. W. 583 


100 Share Lots 


John Muir&(@ 


Members 
New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 


Geum Div. 79-48, Babson Park, Mass. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


New York Cotton Exchange 
Chicago Board of Trade 
and other leading exchanges 


60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


New York Stock Exchange 
Members 


Which Stocks Are 
ra Buy Now? = 


Write for this 
report —gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 


MCCLAVE & CO. 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Members N. Y. Curb Er. ( Associate) 


67 Exchange Place, New York 
Telephone: HAnover 2-6220 
BRAN 


ANCHES 
Central Sav’gs Bk. Bldg., 2112 B’way, N. Y. 
71 Vanderbilt Avenue, N. Y. 
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COMING DIVIDEND MEETINGS 


The information included in this column is ob- 
tained from authorized sources but may be sub 
ject to change after date of publication 


Monday, July 3 
Adams-Millis (Pfd.) General Foods 
Amerada Corp. Homestake Mi 
Commonwealth Royalties Lone Star Gas 


Daven 
Felin (John J.) & Co. 


Wednesday, July 5 


rt Water (Pfd.) Melville Shoe 
National Tea (Pfd.) 


Amer. Alliance Ins. Illuminating 
Amer. Art Works (Pfd.) 
Amer. Bank Stocks Corp. Buffet 
Atlas Powder (Pfd.) Fulton ustrial Securities 
Beneficial Industrial Loan Great American Insurance 
Brockton Gas Light Jantzen Knitti _— (Pfd.) 
Brown Shoe (Pfd.) Loew's Inc. (Pfd.) 
Bunte Bros. (Pfd.) Raymond Concrete Pile (Pfd.) 
pe Corp. (Pfd.) Republie Service (Pfd.) 
tury Ribbon Mills (Pfd.) ae American Insur- 
Cluett, Peabedy 
“~- ed Bank & Trust Rockland Light & Power 


Thursday, July 6 
Atlantic Finance & Discount Haverhill Electric Co. 


(Pfd.) Industrial Trust Co., Phila. 
ous Dredge & Dock Kansas City Life Ins. Co. 


(Pfd.) Lehigh Power Securities Corp. 
Columbia Gas & Electric (Pfd.) 

Corp. Loew's Boston Theatres Co. 
Concord Electric Co. Metropolitan Storage Ware- 


Consolidated Cigar Corp. 
(Pfd.) 

oa & Hampton Electric 
a. 

Fitchburg Gas & Electric 
Light Co. 


house Co. 
North Boston Lighting Prop- 


erties (Pfd.) 
Reserve Investing Corp. 


(Pfd.) 
Springfield Gas Light Co. 


Friday, July 7 
Birtman Electric Co. (Pfd.) | Phoenix Finance Corp. (Hart- 
Kroger Grocery & Baking Co. ford) (Pfd. , 
National Coml. Bank & Trust P, 
Co., Albany 


Saturday, July 8 


Humberstone Shoe Co. Peoria & Bureau Valley R. R. 
Kokomo Water Works (Pfd.) 


Monday, July 10 
Amer. Investors Inc. (Pfd.) Insurance Co. of State of Pa. 
Amer. Security Shares ae Power & Light Co. 


Archer-Daniels Midland  ( 
(Pfd.) Pogue (H. & S.) Co. 
Atlantic City Elec. (Pfd.) Prentice (G. E.) Mfg. Co. 
‘on Mfg. (Pfd.) St. Lawrence Flour Mills 
C onsolidated Oil (Pfd.) (Pfd.) 
inion Scottish Invest- Seaboard National Securities 
ments, Ltd. (Pfd.) Corp 


. (Pfd.) 
Smith Agricultural Chemical 


Co. (Pfd.) 
Standard Fire Ins. Co of N. J. 
Union Oil of California 


Federal Knitting Mills 

Fidelity Fund, Inc. (Cl. A.) 

First Nat'l Bank & Trust Co.. 
Bridgeport 

Home Insurance Co. 


Tuesday, July 11 


Alleghany Steel (Pfd.) Co. (Pfds.) 
Broadway Dept. Stores (Pfd.) New York & Honduras 
Central Power & Light (Pfds.) Rosario Mining Co. 


Collins Company (J. J.) Co. 
Concord Gas (Pfd.) Norwalk Tire & Rubber Co. 
Dallas Power & Light Co. _ (Pfd.) 


(Pfd.) Procter & Gamble Co. 
Federal Services Finance Tennessee Electric Power Co. 
Corp. Tide Water Power Co. (Pfd.) 
Hartford Times (Pfd.) Virginian Ry. Co. (Pfd.) 
Houston Lighting & Power Weston (G.) Ltd. (Pfd.) 


Wednesday, July 12 
Amer. Machine & Foundry Montana Power Co. (Pfd.) 
Atlantic Safe Deposit (N.Y.)  Paeific Gas & Elec. Co. (Pfd.) 
California Water Service Rich’ 
Sugar Refining 


ich’s, 
(Pfd.) Savannah 
Continental Can Co. Corp. (Pfd.) 
neo Press, Inc. Simsbury (Conn.) Bank & 
Electric Power Associates Trust Co. 
—” Cigar Ma- Texas Power & Light (Pfds.) 
chine Utica Gas & Elec. Co. (Pfds.) 
(Pfd.) Woolworth (F. W.) Co 


Thursday, July 13 

Coast Breweries, Ltd. McIntyre Porcupine Mines 
Cumberland County Power & Ltd. ws 

Light Co. (Pia) Muller Bakeries, Inc. (Pfd.) 
Dallas - & Terminal Co. National Power & Light Co. 

(Pfd.) New Amsterdam Casualty Co. 
Fenton United Cleaning & North Carolina R. R. 

Dyeing Co. (Pfd.) Northern gs York Utilities 


Franklin Fire Co. 0. ( 
& Manhattan R. R. Pacific & Light (Pfds.) 
(Pf Portland Gas & Coke (Pfds.) 
Co. (Pfds.) Riverside Cement Co. (Pfd.) 
lode Power & Light Co. Ty Corp. Genera! 
(Pfds 


) 
Managed Investments, Inc. — Water & Power 


Friday, July 14 
Central Arizona Light & Klein (D. Emil) Co., inc. 


Power (Pfds.) Syracus: 
ofits, alton (Chas. 8.) & Co. (Pfd.) 


What’s Wrong 


With VU. G. 


Are the uncertainties in the situation of a charac- 


ter which would impair 


OMPARED with an increase in 
C utility averages of about 37 per 
cent during the past 60 days, the 
common stock of United Gas Improvement 
has moved up from 18 to around 22, a gain 
of only 22 per cent. The ‘“‘laggard”’ ten- 
dency of this issue has been difficult for 
the average investor to understand as the 
stock has long been recognized as one of 
the outstanding equities in the utility 
field. Has the issue merely been the vie- 
tim of investor negligence or have there 
developed within this situation factors of 
a fundamentally unfavorable nature 
which might adversely influence longer 
term progress? 

During the past few months there has 
been a series of developments which 
served to create some uncertainty with 
regard to near term prospects of U.G.I 
Since early March, the company and its 
subsidiaries have been under investiga- 
tion by the Federal Trade Commission in 
Washington and this has given rise to the 
usual charges by that body of property 
write-ups, unfair trade practices, ete. 
Direct or inferential charges of a similar 
character have been made by that body 
against nearly every utility company in- 
vestigated. Setting aside a contingent 
reserve at the end of 1932 for possible 
losses on investments focused attention 
upon the company’s investment in the 
cammon and preferred stocks of the Mid- 
land United Company and Midland Util- 
ities Company which have a book value 
of about $8 millions. Financial position 
of both companies is weak and it is doubt- 
ful if U.G.I. will be able to realize a great 
deal on its investment in these situations. 

In 1932, total income of U.G.L. 
amounted to $34.5 millions of which 


the status of the stock? 


amount $10.1 millions, or nearly 30 per 
cent, represented dividends received on 
investments in stocks of companies out- 
side the U.G.I. system. These invest-. 
ments include 643,441 shares of Niagara 
Hudson Power, dividend payments on 
which were recently suspended, 2,017,490 
common shares of Public Service of N. J. 
on which it receives about $5.6 millions 
in dividends per annum compared with 
$6.8 millions prior to the dividend reduc- 
tions, and 975,446 shares of Common- 
wealth & Southern which has not paid 
dividends since March 1, 1932. 

In addition, the company has been ad- 
versely affected by such factors as pros- 
pects of inflation, current agitation for 
sweeping utility rate reductions and 
mounting taxes, the latest evidence of 
which is the 3 per cent tax on electricity 
which has been shifted from consumer to 
producer, effective September 1. This 
tax will amount to about 5 cents per 
share of U. G. I. common. 

To what extent these negative factors 
in the situation are reflected in current 
prices is conjectural. The company is 
still earning well in excess of $1 per share 
and on the basis of recent production 
figures which reveal electric power out- 
put to be running some 12 per cent ahead 
of last year, earnings trend appears defi- 
nitely upward. Despite the obvious un- 
certainties in the situation, none is of 
such a nature as to permanently impair 
the investment status of the stock, nor 
can present difficulties long withstand the 
effects of expanding business. Sooner or 
later, constructive developments should 
eclipse retarding factors and the sound- 
ness of the enterprise should find 
recognition in higher prices for the stock. 


When the Half-Year Earnings 
Will Be Issued 


rT compilation below will serve as a guide in determining when the half-year reports 


of leading industrials will probably be issued this year. 


No railroad or utility reports 


are included. Dates are approximate, for they are based upon the date on which the 1932 


report was made public. 


(This applies only to the offical report.) 


Company Date Company Date Company Date 
Allis-Chalmers............... uly 25 Sept. 1 Steal July 28 
Amer. Bank Note............ July 30 Gulf States Steel. ......... July 24 Safeway Stores.............. Aug. 9 
Amer. Locomotive-........... ug. 9 Hershey Chocolate......... July 27 Shattuck (F. G.)........... July 27 
Amer. Steel Foundries........ Aug. 5 Hudson Motor.............. Aug. ¢ CESS ug. 4 
ce ar: ug. 4 Inland Steel.. Spas July 29 Standard Brands........... July 28 
July 15 Int'l Business Mach........ July 27 Stand. Oil of Cal.......... Aug. 4 
Atlantic Refining............ Aug. 25 ee Aug. 3° Stand. Oil (Kansas).......... Aug. 29 
Baldwin Locomotive ....-.... Aug. 5 on Aug. 18 July 21 
Bethlehem Steel........... July 29 Johns-Manville............ July 23 Texas Gulf Sulphur... .. er. July 21 
Burroughs Add............ Sept. 7 Kroger Grocery............ July 14 Aug. 8 
July 22 July 20 Timken Detroit Axle ...... Aug. 16 

ER SE Aug. 10 Mack Trucks.............. Aug. 3 Timken Roller Bearing... . Auge % 
Commercial Solvents... ..... July 21 Mathieson Alkali............ July 20 Underwood Elliott.. ....... July 23 
July 21 McKeesport Tin Plate...... July 20 Union Carbide. ..... July 25 
Crucible Steel............. Aug. 13 Monsanto Chemical .. duly 26 Union Tank Car. Aug. 24 

.... July 21 Nat'l Biscuit July 20 United Aircraft.. Aug. 27 

Aug. 22 Nat'l Dairy. Auz. 6 United Biscuit... July 18 

July 24 Nat'l Steel July 29 United Carbon... Aug. 5 

il Aug. C Nat'l Tea . Aug. 4 United Corp.. July “8 

Elec. Auto-Lite.............. July 27 Otis Elevator . July 18 O S. Ind. Alcohol: July 29 

Foster Wheeler.............. Aug. 10 Owens Illinois Glass. . July 25 Aug. 

Gen. Amer. Tranp........... Aug. 12 uly 27 if 5 July 27 

July Penick & Ford............ July 2( Westinghouse Air 22-4 

Gen. July 26 July 28 Westinghouse Elec . .... duly 18 

Aug. 26, Pheins Dodge............... Sept 14 July 23 
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BOARD ROOM BREVITIES 


We 4 
\, 4 


N Or Gossip a Customers’ Man ¥ 


Hears Around Broad and Wall 


Srockx ExcHANGE members have been surprised to find at their 12 Broad Street 
entrance several stacks of booklets entitled, ‘‘Guide for Fishermen,’’ which in a section 
devoted to fishing hints tells about a sucker on the wrong end of the line. . . 
Speaking of the Big Board, the members’ luncheon club is serving ‘‘13’’ makes of 
beer at ask prices from 15 to 45 cents per bottle. . . . Charlie Mitchell may be a bond 
salesman again—that’s the way he got his start in Wall Street. . . . Procter & Gamble 
is floating a new ‘‘Ivory”’ shaving cream. . . . The return to 2-cent first-class postage 
locally is regarded as bullish for Addressograph-Multigraph and Pitney-Bowes Postage 
Meter. . . . J. P. Morgan’s pet is Lindbergh and that is why the I of We was able to 
donate his home to child welfare. . .. 


Tue Securities Bill with all of its ‘‘thou shalt nots” has seared a number of lead- 
ing brokerage houses into thinking of ceasing the publication of market letters. 
. . . And it is also threatening the dividends of several companies which were planning 
to get cash for expansion by the sale of new security issues. . . . The “‘eentury club” 
(common stocks selling at 100 or more) is still exclusive with only a half-dozen members, 
but there are a number of applications for membership being filed. ... B. & O. 
has uncovered a new source of revenue by leasing a locomotive to supply steam to an 
overworked Pittsburgh brewery. . . . A new steel barrel has been perfected which 
weighs less than a wooden barrel of the same size. . . . Glass wool, a product of Owens- 
Illinois is the newest material for air filtering. . . . Domino crépe is the textile in- 
dustry’s latest contribution to the style parade. ... 


N EwTon D. Baker, who is trying to fill Owen D. Young’s chair on the R. C. A. 
board, is a chronic moviegoer, but spends little time tuning in his radio. . . . Cello- 
phane-faced curtains and draperies are the newest summer home decoration and 
while called Doplex are no relation to du Pont. . . . Ken Collins went from Macy 
to Gimbel and is not a member of Oppenheim, Collins department store chain as 
some new speculators thought. . . . And from Macy’s comes the advice that the 
woman in charge of the bird department is Mrs. Breeder. . . . Last year only 55 
per cent of the Curb issues were traded in. . . . The shortage of beer kegs is en- 
couraging Aluminum Company to go after that business. ... Despite the large 
salaries and bonuses paid to movie execs, one meeting recently called in a mind 
reader to tell them what to do with their theatres. . . . Next year’s motor show will 
have two cars exhibited with rear engine mounting and a low-pricer with front wheel 
drive. ... Ice cream is now being delivered by Postal Telegraph for a charge of 
10 cents. ... 


N © WONDER your wife can’t make up her mind—Gotham Silk Hosiery makes 19 
styles of stockings in 16 colors and 6 sizes, making a total of 1,824 different pairs to 
select from. . . . That new ‘‘erustless” bread is baked internally, that is, from the 
inside out by radio shortwaves. . . . Kuhn,:Loeb is the big banking firm now being 
pecoraed to pieces but there wil! be no preferred or common lists. . . . That five per 
cent tax on corporate dividends may be a real stimulus for a number of increased 
payments by directors who would rather not pass the tax on to themselves. . . . The 
Labor Department office is all perked up since Miss Perkins finished her spring house- 
cleaning and with all of the spittoons gone the tobacco chewing customers have no 
easy time. . . . Add to the Wall Street zoo with its bulls, bears, lambs, wolves, foxes 
and hogs, the buffalo who is half-bull and half-bear and buffaloed most of the time. 


Tue ““WaLporr Crown” that broke up when the old hotel was torn down has been 
sueceeded by a new crowd operating through the same brokerage firm branch in the 
new hotel. . . . One lady who tried to use the title ‘‘chair woman” following her ele- 
vation to the head of a board of directors has.given up all hope—too many con- 
scientious proofreaders corrected it to read ‘‘charwoman.” . . . Those blue blades 
which have been flooding the market will soon be no more as Gillette got a quick de- 
cision against the Triangle company which was trying to put over the imitation. . . . 
Incidentally, another razor company will soon introduce ‘“‘green” blades. . . . The 
next time that political war chests have to he filled contributions from the utilities 
will be conspicuous by ‘their absence. . . . What the Sunday driver does on Sunday 
is to take a ‘‘tourlet.”’ according to the Automobile Association of London—We always 
wondered if there was a word for it. 
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What’s Ahead 


for Stock Prices 


Wwiiert is the outlook for business 
and the security markets during 
the next few months? Is the usual 
summer reaction in prospect? 

Investors interested in the present 
situation will find a clear cut Stock 
Market forecast based on the opinions 


of leading financial authorities in the 
lates!’ UNITED OPINION Bulletin. 


Send for Bulletin F.W. 37, FREE 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. "a Cr Boston, Mass. 


52 Broadway 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


Any listed security bought and sold. 


(isHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


New York 


Time to Buy 


Sell? 


Send for FREE Bulletin FWJY-1 


American Institute of Finance 


260 Tremont Street. Boston Mass. 


1S 


SAN 
Wz 
) 
) 
; | 
| 


AMONG 


AND 


THE 


BEARS 


These reviews 
The ratings used in this department 


were written immediately preceding closing time of this issue 


are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Amalgamated Leather 4 “D+” 


The 120 per cent advance in hide prices 
since the close of last year with substantial 
gains registered in all classes of raw skins 
and finished leathers calls attention to 
the erstwhile pauper leather shares which 
appear now to be facing more princely 
prospects. Ground in the gristmill of an 
irregular supply of hides from the meat 
packers on the one hand and a highly 
fluctuating demand from the shoe in- 
dustry on the other, the leathers have had 
few heydays but on occasion they have 
been quite prosperous. Amalgamated 
Leather, because it more or less specializes 
in the higher grade kids and goatskins 
used in high quality footwear, was more 
unfavorably affected than most of the 
leather companies but, conversely, there 
appears to be a larger opportunity for 
recovery in the situation. At the close 
of 1932 the company valued its inven- 
tories at $2.5 millions, lower of cost or 
market, which is equivalent to $14 per 
share of common stock, or twice the 
present market price of the shares. 
Operations have been unprofitable since 
1930 but it is expected that earnings for 
the half-year ended June 30 will show the 
company well out of the red. 


Prices keep rolling along. The more hope- 
ful in the Street would like to see them con- 
tinue upward while the more conservative 
are wondering how far they would slide back 
af the inflation needle were no longer used. 


American Tobacco 4 “B+” 


Prices of leading cigarette shares have 
been hopping along buoyantly on the 
basis of the expectation that there will be 
an early upward revision of wholesale 
prices of leading brands. Under cover of 
the news, however, all is not perfect with 
a number of skeptics believing that the 
big manufacturers will not dare to in- 
crease the present wholesale price of 
$4.85 per thousand (less trade discounts) 
by more than a dollar per thousand. In 
early 1932 the price on which the tobac- 
cos operated profitably was $6.04 per 
thousand. On the basis of current whole- 
sale prices it is estimated that American 
Tobacco can not earn more than $3.75 
per share for 1933, which would compare 
with $8.46 a share in 1932. Unless the 
price advance comes soon, therefore, any 
further advance in prices for the stock 
would seem to be based largely on 
optimism. 


More than a million and a half people have 
been put back to work since the bank mora- 
toria. This means $15 million more pur- 
chasing power weekly, if the average wage is 
only $10 per week, or $780 millions an- 
nually. Visualize that as a bull argument. 


Beatrice Creamery 4 “D+” 


Ice cream, the potent profit producer of 
the dairy companies, is now enjoying the 
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IMPORTANT 
NOTICE 


Inquiries directed to the 
Confidential Advice Depart- 
ment must be accompanied 
by a self addressed, stamped 
envelope with each letter con- 
fined to a single security to 
insure prompt handling. 

It is impossible to answer 
telephone inquiries. Requests 
for information must be con- 
fined to letter or, in cases of 
extreme urgency, prepaid 
telegrams. Answers to tele- 
grams will be wired collect. 


WORLD 


height of its seasonal demand but volume 
is running somewhat below last summer, 
which in itself was a poor season. Prices 
are being maintained by the large dairy 
companies at close to last year’s levels 
and it is expected that no consideration 
will have to be given to a reduction in 
view of the fact that all food prices are 
advancing. Beatrice gathers the bulk of 
its profits during the summer months and 
needs a good third quarter to cover its 
preferred dividend requirement this year. 
Earnings for the current six months ended 
August 30 should make a favorable com- 
parison with the 82 cents a share re- 
ported in the same period of a year ago 
but it appears doubtful at this time if an 
important increase will be reported. 


Immediate future profits are not likely to 
meet the expectations held earlier in the 
spring, but they still should reach a satis- 
factory volume. Wage increases must be 
taken into account and it is anticipated 
that they will be quite extensive. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
fl.... Sound Preferreds ....25 
Ill. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


Canada Dry 4 — 


Something in the way of a surprise is ex- 
pected from the earnings of Canada Dry 
for the three months ended June 30, and 
that it may be favorable rather than un- 
favorable is indicated by the fact that 
the directors have declared the regular 
25-cent quarterly dividend payable 
July 1. Earnings for the six months 
ended March 30 were equal to only 18 
cents a share and represented the least 
favorable half of the year. In the June 
quarter last year, 71 cents a share was 
reported and thus it is to be expected 
that the third quarter earnings of the 
eurrent fiscal year will show improve- 
ment over the first half. Canada Dry 
has doubtless felt the competition of 3.2 
but just to what extent is impossible to 
determine. With the repeal of the Eight- 
eenth Amendment, however, the com- 
pany’s ‘‘Sparkling Water’’ should help 
it regain at least a portion of its lost 
earnings. 


Trade associations of six major industries— 
textile, motor, oil, coal, steel and electrical 
equipment—have their codes ready to take 
full advantage of the National Industrial 
Recovery Act and this means both higher 
wages and higher prices. 


Chrysler 4 “C+” 


With the price of Chrysler common at 
the best levels since 1930, the stock has 
attracted increasing interest. Hopes for 
the future of the stock are not unfounded 
as it is expected that the company will 
turn the loss of $880,000, reported in the 
first half of 1932, into a sizeable profit for 
the first half of this year. Recently the 
shares have been included in several lists 
of prospective dividend payers and if 
earnings continue at the present rate 
there should be no reason why the com- 
pany could not consider the resumption 
of payments in the fall. 


How the railroads can continue much longer 
with their present run-down and insufficient 
equipment is a question hard to answer, 
and it is apparent that they will soon hove 
to start dressing up their wardrobes. 


Celanese 4 a 


The meteoric advance of most of the 
rayon stocks has been well nigh phenome- 
nal and there are many who are beginning 
to wonder if the rise is not out of propor- 
tion to the actual gain in values. British 
interests are reported to have been taking 
their profits on Celanese during recent 
weeks and switching to other rayon shares 
where the price advance has not been as 
sharp. Celanese has had a discouraging 
record, having earned nothing since 1930 
and only $1.11 per share in the peak year 
of 1929. Many of its followers have been 
disappointed by the company’s too fre- 
quent failure to justify in earnings the 
sharp swings in the price of the shares, but 
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there are others who feel that the industry 
is still in its infancy and will sooner or 
later reach its stride. 


Behind the steel industry is an encouraging 
background. Not only are price increases 
pending but there is the large government 
building program and the railroads may 
soon enter the market for much needed rails. 
The pauper is seeing visions of becoming a 
prince again. 


City Stores 4 “D+” 
The management of the South’s largest 
department store chain will be substan- 
tially strengthened by the plan to appoint 
an important banker as treasurer of the 
company. For some time City Stores has 
been hanging within the reach of receiver- 
ship but the recent upturn in sales due to 
the improvement in cotton prices has 
practically eliminated this uncertainty. 
If the new Industry Recovery code is 
adopted, wages of all employees in the 
textile industry throughout the South 
will be increased 30 per cent effective 
July 17, which is just so much more pur- 
chasing power for the retailers to work 
with. It is felt that new financial man- 
agement in City Stores will help the 
company to reap the full benefit of the 
improvement. 


Charity begins at home, so does self-pro- 
tection. That thought underlies the de- 
liberations of the Economic Conference and 
explains why nationalism prevails over 
internationalism. At this game Uncle 
Sam holds the trump cards. 


Devoe & Raynolds 4 = 


A good many depressions Devoe & Ray- 
nolds has been through since it was 
originally established in 1754 but with 
each cycle the company has forged ahead 
to new peaks. Perhaps competition and 
price cutting were never before as intense 
as in the recent depression, but still the 
company was able to report small profits 
although not covering its preferred divi- 
dend requirement. With lead prices up 
25 per cent over a year ago the suggestion 
is that paint prices will again move up- 
ward and it is expected that another ad- 
vanee in prices of paints, varnishes, 
lacquers and enamels of around 10 per 
cent will be made soon, which would be 
a total increase of 30 per cent thus far 
this year. Devoe holds inventories valued 
at the close of 1932 at $2.3 millions or the 
equivalent of $17 per share on the com- 
bined class A and common stocks. Thus 
the class A stock is selling for only 20 per 
cent more than its inventory value 
equivalent, or about equal thereto if 20 
per cent price advance is considered. 


By their self-centered consideration of ultra 
liquidity the banks find themselves following 
in the wake of recovery. Borrowers make 
them their profits but borrowers must be 
encouraged to borrow. 


General Motors 4 “C4” 


Coming back into its old earnings stride, 
General Motors is expected to show 
around 65 cents a share for the June 
quarter as compared with only 7 cents a 
share in the same quarter of 1932, which 
is a lot of money on 43.5 million common 
shares. Last year the company’s margin 
of profit dropped to 1.3 per cent against 
17.6 per cent im 1931, indicating quite 
conclusively that the company needs 
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Security Prices 
Never Stand Still 


and therein lies opportunity 


HETHER you buy and sell securities for quick 

profits or invest for income, your securities are 
subject to the irresistible forces within the market that 
cause ever changing prices—and often suddenly shift- 
ing trends. 


The degree with which you interpret these forces 
before acting governs your success as an investor or 
trader. For if you are to give your holdings maximum 

rotection and to fake profits on your capital you must 
ne WHEN to buy—and sell, WHAT securities and 
at WHAT prices. With this knowledge you can capi- 
talize the opportunities created by changing prices. 


And that, in short, is just what Wetsel Services 
tell you. Through analysis and interpretation of the 
forces that govern prices and trends this organization 
advises its clients 77 time to act. As, for instance, clients 
were advised to acquire securities in mid-April before 
the beginning of the long rise. On a 5, clients were 
advised to sell in anticipation of an obviously impending 
“break” which occurred. And, again, were advised what 
to buy, at what prices, and where to accept profits. 


As business conditions improve and greater 
rofit opportunities are created, isn’t this the kind of 
information you are seeking? 


@ SEND FOR Our booklet, “How to Protect Your 
FREE BOOKLET Capital and Accelerate Its Growth... 

P Through Trading” develops a new phil- 
osophy of investing and trading—exposes fallacies and half- 
truths that are the real causes of losses. Clearly it gives you a 
working grasp of the basic principles of investing and trading 
that are essential to true protection and the naturally ensuing 
acceleration of capital growth. 


Send for this booklet today and see for 
yourself what this plan has to offer. 


A. W. Wetsel Advisory Service, Inc. 


INVESTMENT COUNSELORS 
Chrysler Building New York 


Please send me, without obligation, your booklet, “How to Protect Your 
Capital and Accelerate Its Growth... Through Trading.” FW-12 


Name 


Address City 


W A N T E D RESPONSIBLE MEN WITH 
FINANCIAL TRAINING 

The Financial World is seeking an active subscription representative in every city of 

more than 5000 population. Previous selling experience is not essential if the applicant 

has a proper financial background. 

The Financial World can be profitably sold only on the basis of service to subscribers 

—that is why our most successful salesmen are those who possess a fair knowledge 

of investment and finance. 

Mention two business references and previous experience when writing for complete 

particulars. No obligation. 


Address: ‘‘Sales Representative,” Financial World, 53 Park Place, New York, N. Y. 
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Associated Gas and Electric Company 


Plan of 


Rearrangement of Debt Capitalization 


Is the Plan Fair? 


HE Plan extends to debenture holders three optional privileges 
which they have not previously had. Acceptance of any of them 
is entirely voluntary. 


Option 3 involves no reduction of principal or interest, while on the 
other hand it offers debenture holders a possibility of increased income. 
It assures payment of the same rate of interest so long as the interest is 
paid on the debentures now outstanding. When those debentures are re- 
tired, the holder is entitled to increased interest, all on a cumulative basis, 
as compensation for placing the interest on an income basis. Even before 
all the debentures are retired he may receive additional interest. 


Options 1 and 2 furnish debenture holders an opportunity to take tor 
their debentures (which now sell at about 20 cents on the dollar) some- 
thing more secure. 


Under Option 2 they may take Income Debentures of the Company's 
immediate subsidiary with no change in principal and approximately a 
206% reduction in income. Under Option 1 they may take fixed interest 
debentures of the same subsidiary with a substantial reduction in princi- 
pal and income, but with a still better position and later convertibie 
into Option 2. 


A debenture holder who wishes a more secure position cannot fairly 
complain if in return he is expected to take some reduction in interest or 
principal or both. A debenture holder who regards this as too great a 
sacrifice for himself, cannot fairly complain if others are willing to make 
the sacrifice which he regards as too great. 


No one need take a reduction in interest unless he wants an im- 
proved position. No one need take a reduction in principal unless 
he wants a still more improved position, and even this, at his option, 
need not be permanent. No one need take a reduction either in 
interest or in principal if he prefers to continue in his present position. 


Savings Benefit Debenture Holders 


The plan may result in a substantial reduction in interest charges. If it 
does, it will add to the safety of all of the debentures, new and old. The 
additional margin of earnings will be a protection against increasing taxes 
and rate reductions. And this element of increased safety should add to 
their market value. 


The interest savings cannot go to stockholders. Available net in- 
come in excess of interest charges (as defined in the Escrow Agreement) 
to the extent of the net savings in interest charges, may only be used (ex- 
cept for expenses of the Plan) to retire debt securities of the Company and 
its immediate subsidiary and to buy in underlying debt securities held by 
the public, thus improving the position of all debentures of the Company. 


While the stockholders cannot receive any interest savings from ex- 
changes under the Plan, they take the risk of increased interest charges 
if Option 3 is more generally accepted than Options 1 and 2. The stock- 
holders also forego income to the extent necessary for the sinking fund 
provided under Option 3. Additional protection against the possible coa- 
sequences of adverse conditions is their compensation for these risks. 


It is the belief of the management that the Plan is eminently fair to all 
clacses of security holders of the Company, and that any honest criticism 


from this standpoint cannot but be the result of misunderstanding or mis- 
information. 


Associated Gas and Electric Securities Company 
Incorporated 


GAS E ELECTRIC 


61 Broadway New York 


volume to show real profits. But the 
fact should not be overlooked that in- 
creased sales of high priced models also 
contribute to earnings. The profit on a 
Cadillac, for instance, is about ten times 
that on a Chevrolet. Increased pur- 
chasing power is being reflected some- 
what in larger sales of upper bracket cars 
and later on revenues from this source 
should become an increasing proportion 
of the total. In 1932 it was estimated 
that 75 per cent of the company’s com- 
bined earnings were derived from the 
Chevrolet and Fisher Body divisions. 


Beer is bringing together some strange bed 
fellows with General Motors’ Frigidaire 
division arranging a tie-up with Bruns- 
wick-Balke to supply the latter’s bars with 
refrigeration equipment. 


R. H. Macy 4 “B” 


The merchandising group, which has been 
enjoying increasing favor since sales re- 
ports began to show sharp gain as com- 
pared with the earlier months of the year, 
was helped by the announcement last 
week that R. H. Macy had declared the 
regular quarterly of 50 cents, payable 
August 15. The lateness of the Easter 
season this year and the several un- 
seasonal heat waves dur’-g the sprirg 
were factors which boosted sales although 
it is doubtful if similar gains have been 
registered by earnings. Most of the de- 
partment stores and those smaller units 
handling general merchandise do from 60 
to 75 per cent of their annual business in 
the last half-year. The expectation that 
retail prices, which have not yet been 
marked up to the same extent as whole- 
sale prices, will be somewhat higher by 
fall suggests that a number of companies 
will show an expansion in their profits 
margins for the first time in five years. 
Macy, Best and Abraham & Straus appear 
to be in the best position among the big 
department stores while May and Inter- 
state should show early recovery among 
the department store chains. 


The switching from preferred stocks into 
commons of lale is in line with the signs of 
the times. Old time traders regard it as a 
distinctly bullish indication for the future. 


National Distillers 4 a 


As the bellwether of not only the ‘‘repeal”’ 
shares but almost the whole market, Na- 
tional Distillers continued to skyrocket 
despite the the fact that it is still doubtful 
if the Eighteenth Amendment can be 
repealed until mid-1934. As each state 
goes wet the price of the stock is lifted 
another 5 or 10 points in reflecting the 
decreasing floating supply of the stock, 
but it can not be expected to continue 
this advance as each one of the remain- 
ing 32 states votes on the question. It is 
understood that there has been some 
switching out of the issue to the lower 
priced whiskey stocks on the Curb which 
include Hiram Walker, Distillers-Sea- 
grams and Canadian Industrial Aleoho!. 
These Canadian liquor stocks are not 
particularly attractive on the basis of 
their last year’s earnings but compared 
with National Distillers they would ap- 
pear to be bargains. Negotiations are 
now under way looking to the merger of 
these three leading Canadian distillers. 


With brokers insisting on a minimum of 
40 per cent margin on speculative trading 
accounts the market is in a more healthy 
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condition than it has been in other bull 
movements. It is to be hoped that the days 
of 10 per cent margin have been banished 
forever. 


Radio 4 “D+” 


That Dr. Vladimir K. Zworykin is an 
employee of the R. C. A.-Victor division 
of Radio Corporation of America is not 
news, but the fact that he has at last per- 
fected his iconoscope tube is a develop- 
ment of profound importance to those 
who have been waiting patiently for the 
advent of television. Last week Dr. 
Zworykin gave a lecture before the 
Radio Engineers Society at the Chic.go 
World’s Fair which was hailed by many as 
another milestone in the long path of 
television development. The. secret of 
the iconosecope is hidden in its sensitive 
electric eye. One tube ‘‘sees’”’ a scene 
for transnfission and another tube re- 
produces the picture after it has been 
tossed through space by the radio waves. 
R. C. A. controls the basic patent cover- 
ing the Zworykin iconoscope which was 
filed in July, 1925, and issued in Novem- 
her, 1928. Its number, 1,691,324, will 
probably be as historic in television as 
was the Marconi tuning patent, No. 
7777, in radio. But the end is not yet 
in sight as much must be done to devel- 
op a television set which will be within 
the pocketbooks of the majority of the 
public. A set could be brought out today 
to sell for $10,000 but R. C. A. is more 
interested in bringing out an apparatus 
which can be retailed for $100 or less. 
Television can not yet be regarded as 
just around the corner but for those who 
must hold a television stock R. C. A. is 
undoubtedly the most attractive situa- 
tion available. 


A year ago the chartists were looking for 
‘*double bottoms”’ and now they are picking 
‘double tops,” but few of them know what 
it’s all about. 


Yellow Truck 4 “D+” 


The sharp gains scored by most of the 
motor truck stocks have not been dis- 
tributed evenly and for that reason there 
has been switch of interest to the lower 
priced shares of the group which were 
neglected in the forward move. Yellow 
Truck has been neglected for some time 
past but is beginning to attract renewed 
interest on the basis of its record of some 
similarity to the price trend of General 
Motors. The company actually repre- 
sents General Motors’ stake in the truck 
field as the latter holds the entire out- 
standing 800,000 shares of common stock 
as well as a substantial amount of the 
class B shares. Yellow Truck’s heavy 
losses of recent years have been respon- 
sible for the building up of a $4.4 million 
balance sheet deficit but this is not re- 
garded as a serious factor in the situation 
because of the General Motors affiliation. 
Otherwise, financial position is relatively 
strong with current assets of $15.4 mil- 
lions, over 15 times current liabilities of 
$1.5 million, leaving a net working 
capital of $13.9 millions and equal to $6 
per share of common and class B stocks, 
the same as the present market price of 
the latter shares. Sales of G.M.C. trucks 
thus far this year showed steady increases 
by months up to the close of April and 
it is expected that May and June will 
disclose further recovery in reflection 
of the inoreased. orders for brewery 
trucks. 
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Buy This Bargain Stock 
for Large Profit 


Events in the Stock Market move swiftly. Short 
delays often prove costly. The large profits are re- 
served for those who are up-to-the-minute and have 
the courage to ACT. If you are looking for large 
profits or for a way to recover losses quickly, fill out 
the coupon below. It will bring you valuable advice 
without cost or obligation. 


We have discovered an attractive stock that promises an appreciation of well 
over 100%—provided it is bbught AT THE RIGHT PRICE. 


Of course, we realize that a profit of 100% under ordinary circumstances is 
tremendous and most unusual. It is entirely possible at this time, however, 
because we are in the early stage of one of the greatest bull markets in history, 
and the stock in question is still selling at absurdly low levéls. 


Why This Stock Should Be Bought NOW 


The security is within the reach of all investors, selling as 
it does for approximately $30 a share. 


This company is one of the most prosperous and best 
managed units in a long-established and fundamental indus- 
try. It is in excellent position to profit from improving 
business conditions. Both its near and long term prospects 
are preponderantly favorable. 


We have made an extensive study of this stock. According 
to our calculations, this issue will first advance from its 
present price of around 30 to approximately 56. There 
should be a reaction when this figure is reached and then 
another upswing to around 80. After backing and filling 
around the 80 level, there should be a third and final spurt 
which should not end until a price of approximately 103 
is reached. If our forecast is correct—and it is based upon 
tried principles which have operated successfully for years— 
your purchase of this stock now may ultimately result in 
a profit of well over 100%. 


Those investors who have the courage and foresight to buy this stock AT 
THE RIGHT TIME should reap extraordinary profits. 


This is one of the most outstanding bargains that we have been able to uncover 
in a long time. Most likely it will not long be available at its present price. 


The name of this low-priced bargain stock will be sent to you absolutely free, 
provided only that you have not previously written to us for similar informa- 
tion. We shall also send you an interesting little book, “MAKING 
MONEY IN STOCKS.” No charge—no obligation. Just address: 
INVESTORS RESEARCH BUREAU, INC., DIV. 417, CHIMES 
BLDG., SYRACUSE, N. Y. 


SIMPLY FILL OUT THE COUPON BELOW 


Investors Research Bureau, Inc. 
Div. 417, Chimes Bldg., Syracuse, N. Y. 


Send me the name of the low-priced bargain stock which should 
be bought for substantial profit. Also a copy of “MAKING 
MONEY IN STOCKS.” This does not obligate me in any way. 


Kindly PRINT name and address PLAINLY 
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Can You Determine 


Present Position 


of the 


Stock Market 


thru the use of 


CHARTS? 


Graphic Market Statistics, Inc. 
11 Stone Street, New York 


Please send me, without obligation, 
CHART of present market position 
ond pomphiet discussing chart pos- 
sibilities and limitations frankly, fairly 
and honestly. F.5 


We invite inquiries from in- 
dividuals who desire to open 


MARGIN ACCOUNTS 


either in 


100 Share Lots or Odd Lots 


OUR BOOKLET 
“Stock Exchange Service” 
and our current BULLETIN 


sent on request for FW-5 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop 
20 Broad St. New York 


Low-Priced Stocks 


a buy now? 
Send for copy. free. of our Special Report 
on Stocks at $3. $5, $1 a share. Ask for 
“Special Low-Priced Stocks Report” 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 


60 Wall Tower, N. N. _Y- Tel. WHitehall 4-6400 


Buy? ... or Sell? 


kK, our bulletin you 


Allied Chemical General M: 
Amer. Smelting nd 
Amer. T. & T. 

d ad fop 


address on mergin f this 

MARKET BUREAU, Inc. 
Empire State Bidg., N. Y. City 


Dividends Declared 


Regular 
Pe- Hidrs. o! 
Company Rate riod ab Ri 
Affiliated Prod....... soccccese-60 M Aug. 1 July 9 
Alaska Juneau Gold..... 3 Aug. 1 July 10 
Alles & Fisher, Inc............. 10 July 1 June 27 
Alljed Chemical & Dye..,..... $1.50 Q Aug. 1 July 11 
aS ae $1.50 Q July 25 July 7 
u 
50e Aug. July 15 
abcock & Wilcox............. ly une 2 
(L. Co, pf... .$1. Q Sept. 1 Aug. 15 
Bangor Hydro-El............ 37%c Q Aug. 1 July 10 
Bingham Gas 7% pf... .$1.75 Q July 1 June 20 
loch Bros. Tob..... ug. 
Bridgeprt. Hydraulic Q July 15 June 30 
an. W.. Ju 
Maine Pwr. 7 pf. Q : “4 
1. u une 
$6 $1.50 July 1° June 10 
$1.75 Q Oct. 1 Sept. 15 
Q Oct: 2 Sept. 15 
u uly 
July 15 July 3 
uly une 
Gold Dust C Q Aug. 1 July 10 
Gotham Silk Hos pf Q Aug. 1 July 12 
500s June 30 June 16 
8 June 30 June 16 
Haverhill Gas Lt.. ............8 § July 1 June 27 
Hercules Pwdr. pf : Aug. 15 Aug. 4 
ershey “aes ug. uly 2 
Hollinger Cons. Go'd... Se M July 15 June 30 
Houston Nat. G. pf. . June 30 June 21 
15e Q June 30 June 23 
31.6244 t. Sept. 
Lord lor 2d Q Aug. 1 July 17 
Montreal Tel. Q July 15 June 30 
Murphy (G. C.) 8% pf.......... $2 Q July 3 June 22 
Nat. Biscuit pf............... $1.75 Q Aug. 31 Aug. 15 
Aug. uly 
No. Amer. Edison pf......... $1.50 Q Sept. 1 Aug. 15 
uly une 
683;c Q July 14 June 30 
1 ug. 19 July 
Penn. Salt Mite 75e Q July 15 June 30 
75e uly 1 une ; 
Public Servic of Indiana 7% pia. 75 15 
1.50 uly 15 June 
Sept.30 Sept. 1 
> M July 31 July 1 
M Aug. 31 Aug. 1 
pf M Sept.30 Sept. 1 
Rath Packing 50e 8 July 1 June 20 
t. 12 Sept. 21 
Reading bo. 25¢ Q Aug. 10 July 13 
Ritter Dental Mfg .........- $1.75 Q July 1 June 14 
1. ug. 1 July 17 
Seagrave Corp $7 pf.......... $1.75 Q July 1 June 20 
Seeman Bros, Inc. 6214c 8 Aug. 1 June 15 
Sharp & Dohme pf. 4 ite. 50e Aug. 1 July 14 
. July June 
New England Te . .. .$1.50 July 15 June 39 
uly une 2 
te July 1 June 21 
Ten Co. $6 pf. jue 20 
‘ex. Elee. Sve. ip une 
Thatcher Mfg.pf..... .. 15 July 31 
Biscuit of Am., pt. Aug. July 15 
Un. Verde Ext. Min’g Aug. 1 Julyg 3 
U. S. Playing Cards............ Q July 1 June 20 
U.S. & Ref. & Mining Q 15 3 
uly 15 July 3 
Vulcan Detining pf........... $1.75 & Oct Oct. 6 
einberger. Drug Strs......... Q July 1 June 23 
Accumulated 
Sharp & Dohme pf., A.......... $1 Aug. 1 July 14 
Extra 
Consol. Car Heating............ $2 July 15 June 30 
Reduced 
Commonwealth Edison.......... $1 Aug. 1 Jul 
Resumed 
of. Am. Ine., $8 pf.,A..$2 J 


‘Dividends 
in Clothes 


are as important as 
dividends on your in- 
vestments. You are 
very careful of your 
stock purchases—why 
not think and_ act 
about your clothes in 
the same manner? 
That means you should 
at least visit our estab- 
lishment, inspect our 
choice selections of im- 
ported fabrics — ex- 
amine our designs and 
verify our exquisite 
hand workmanship. 
And as to price—you 
may still buy for $75 
what should in view 
of advancing woolen 
prices cost you $125 
and be a magnificent 
value even at that 
higher price. 
Telephone 
BRyant 9-7495. 


15 WEST 45th STREET 


Whatever their nature they may be 
solvable. Reorganization and te- 
financing of corporations of good 
Past earnings records and prospects. 


interview solicited by 
correspondence 


H. D. WILLIAMS 


120 Broadway New York City 


$25.00 
REWARD 


payyou $25.00 
for securing a surpris- 
ingly small number of 
new subscribers for 
The Financial World, 
during the next week 
or two. If youcan use 
an extra $25, write 
tonight for free par- 
ticulars. Apply by 
letter only, and men- 
tion this ad. Address 
“$25 Bonus Offer,” 
c/o The Financial 
World, 53 Park Place, 
New York, N. Y. 
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Further Vigorous 
in Cotton, Wheat 


HEAT last week crossed the $1 
WV nx for the first time since Sep- 

tember, 1930, the difference being 
that three years ago the trend was in the 
opposite direction and the $1 level was 
crossed on the way down to a monthly 
average low of 47 cents per bushel reached 
last November. Continuance of adverse 
weather conditions indicating a decline of 
the wheat crop substantially below do- 
mestic consumption, the announcement 
of acreage reduction for next year’s crop 
to become effective with fall plantings and 
the possibility of an international agree- 
ment among the principal wheat pro- 
dueers for curtailment of production, were 
the factors working to raise prices to new 
highs for several years. 

It has been estimated that the price 
advances in grains since the bank mora- 
torium in March has added $250 millions 
to the value of wheat still held on the 
farms, $300 millions to corn, $135 mil- 
lions to oats and $60 millions to rye and 
barley. 

Despite the continuance of an unfavor- 
able statistical position, cotton par- 
ticipated in the general upward move- 
ment of agricultural commodities, al- 
though the market was very erratic with 
frequent fluctuations of over $1 a bale. 
A good part of the buying demand has 
been caused by the general belief that 
the Administration is determined to raise 
commodity prices at any cost. The 
vigorous campaign for cotton acreage re- 
duction launched by the Secretary of 
Agriculture has also been a factor in the 
strength in the cotton market. Mainte- 
nance of the current price trend depends 
to a large extent upon the success of this 
reduction program. 

With a gain in heavy construction 
awards and progress in allotments under 
the government's $3.3 billion publie work 
program, prices for most building mate- 
rials, especially lumber were strong. 
Paint manufacturers ancounced a further 
price increase of 10 per cent after a rise 
of 7% per cent only a few weeks ago. 
Virtually all petroleum products re- 
gistered sweeping advances largely in 
anticipation of the Administration's ap- 
proval of new production and marketing 
codes. 

Rubber continued its series of large 
gains following figures showing that con- 
sumption in this country last month 
reached a volume only equaled in 1929. 
A rubber growers association is reported 
to have decided upon a restriction plan 
which is to be submitted to the Dutch 
aud British governments for approval 
and cooperation. However, little imme- 
diate effect upon prices is expected from 
this plan. 

Silk prices advanced further in this 
country and in Japan with interest limited 
to spot and near term deliveries. Prices 
reached $2.32 per pound, or over 100 per 
cent above this year’s low of $1.15. In 
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Advances Scored 
and Other Grains 


rayon yarns the acute shortage continued 
with producers sold up practically for the 
entire summer. The 60-cent quotation 
for 150 denier has now been accepted by 
all producers, but further advances are 
possible following adoption of new work- 
ing hours and other wage scales under 
the Industrial Recovery Act. 
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First Aid By the Railroads 


HAT part of the public which is 

antagonistic to the railroads forgets 
many important aspects of their record 
as public servants. The railroads in- 
variably make sacrifices to alleviate the 
distress caused by great disasters in 
the territories in which they operate. Many 
railroads have performed much service 
free or at drastically reduced rates in 
order to aid the victims of floods, 
droughts, and other natural disasters. 
The latest conspicuous example of 
this type of railroad service is to be found 
in the contributions of the Maine Cen- 
tral to the relief of the residents of the 
cities of Ellsworth and Auburn, Maine, 
which were devastated by conflagra- 
tions. Checks for advance payments of 
taxes were sent by the railroad to both 
cities. In Auburn, both cars and stations 
were loaned for temporary sleeping 
quarters for the residents whose homes 
had been destroyed by fire. Food and 
other supplies sent by the Red Cross and 
other relief organizations were transported 
free of charge by the Maine Central. 


We have prepared a folder 

containing trading data on 

all important Commodity Ex- 

changes in United States and 
Canada. 


lt contains tull intormation as 
to trading units, marginal 
requirements, commission 
charges and other facts 


Our experience of over 50 

years in Commodity markets 

is at your service. 
Folder mailed on rea 


E. Lowitz & Co. 


Members New York Stock Exchonge and 


leading Stock and 
29 Broadway New York 


Telephone: Digby 4-2431 
Private Wire 


Direct to Chicago 


Odd Lots 


In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Bunsrombe Cn. 


Members New York Stock Exchange 
60 Broad St. New York 


Branch Offices 
137 W.37thSt. 54 Court St. 
New York Brooklyn, N. Y. 


why take unnecessary risks? 


worries.’ 


months on Neill-Tyson advices. 


prove plan easily 


Clients and others who have received our Safety Plan, 
state, “It is practical and removes many market 
This protected stock buying-and-selling pro. 
vides for making money on either up or down reverses 
with risks minimized. Send coupon for complimentary 
copy with trial estimate of 104% increase in eight 


This Plan nvw is a part of our advisory 
service which may be ehgaged to gauge 
duration of market swings. A two 
months’ demonstration, including n srket 
bulletins, letters, supplementary tele- 


grams, economic interpretations, hold-or- 
sell surveys with consultation privileges, 
and special stock recommendations, $30. 
(Annually $150.) 


Complimentary 
Neill-Tyson, Inc. Humphrey B. Neill, President 


Investment & Trading Counsel, 
347 Madison Avenue. New York, N. Y. 


Gentlemen: Without obligation to me, please reserve and 
send a copy of the Neill Safety Plan for Market Trading. 


(For 2 mos. trial meter = attach $30 check or money 
order) 


The Commodity Situation 
PLAN fer | 
| 
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Commodities... 


commodity 
markets have been a basic 
field of this firm since its 
beginning. Through 
ample private wire, cable, 
and radiogram facilities, 
investors can buy and sell 
twenty-four different im- 
perishable commodities 
on organized World 
exchanges, through 
any Feu branch office. 

Inquiries invited 


FENNER, BEANE 
& UNGERLEIDER 


60 Beaver Street, 50 Broadway 
50 East 42nd Street, New York 


MEMBERS NEW YORK STOCK EXCHANGE 


Our Monthly Market Letter 
discusses the 
Alcoholic Beverage 
Industry 
Copies upon request 


| GOODBODY & Co 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 60 East 42nd Street 
New York New York 
ranch Office 


1424 Walnut en Philadelphia, Pa. 


ANNUITIES 


in emounts $500 up 
Rate Increases and Reduced Yields 
make it advisable to buy =... 
Now ‘ore 


SACQMRENDALL 


THE PRICE RANGER 


fills the need for a weate and inexpen- 
sive means of keeping oo record 
of the day-to-day sales uctuations of 
individual stocks, or stock averages, and 


daily sales volume in a permanent and 


useful form for reference. Write for 


Details. 
REAMER KELLER 
53 Park Place, New York 


DIVIDEND 


AMERICAN LIGHT & TRACTION CO. 
DIVIDEND NOTICE 
: Board of Directors of AMERICAN LIGHT & 
TRACTION COMPANY, at a meeting held June 28, 
1933, declared the regular quarterly dividend of 1% % 
un the Preferred stock, and a dividend of 50 cents per 
share on the Common stock. both payable August 1, 
1933, to stockholders of record at the close of business 
July 14, 1933. 
The transfer books will not be closed. 
JAMES LAWRENCE, Secretary. 


The Pacific Telephone and Telegrapn Company 
Notice of Dividend on Common Stock 
A dividend of One Dollar and Fifty Cents 
«$1.50) per share on the Common Stock of 
this Company will be paid on Friday, June 30, 
1933. to shareholders of record at the close 
of business on Tuesday, June 20, 1933. 
W. G. KLEINSCHMIDT, Treasurer. 
San Francisco, June 1, 1933 
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STOCK SIDE LIGHTS 


Cameo Studies of Interesting Issues 
Which Are in the Current News 


The smallest among the 
P. four leaders of popular 
Lorillard priced cigarette produc- 
ers, Lorillard joined that 
group only in 1926 with its ‘‘Old Gold” 
brand. Due to the reduction in the 
wholesale price for cigarettes from $6.85 
to $5.50 per thousand early this year, eur- 
rent operations from this section of the 
company’s activities are probably profit- 
less. However, the company has always 
derived the bulk of its income from the 
manufacture of ‘miscellaneous tobacco 
products including various brands of 
cigarettes, smoking, scrap and chewing 
tobaccos and cigars. Among the latter 
group the five-cent ‘‘ Rocky Ford” brand 
has received most attention in the com- 
pany’s advertising campaigns and has 
subsequently gained large distribution. 
Lorillard also accounts for over half the 
domestie production of small cigars and 
last year revived two old cigar brands to 
retail at two for five cents. 

A strong financial position has been 
maintained and at the close of 1932 total 
eurrent assets of $58 millions, of which 
$15 millions was in cash, compared with 
total current liabilities of only $2.9 mil- 
lions. Inventories at cost were carried at 
$38 millions, a reduction of $5.7 millions 
from the year before, although it is under- 
stood that physical volume remained ap- 
proximately the same. The financial 
position has been further improved by the 
repurchase of $3.4 millions par value of 
its bonds and $1.3 million of preferred 
stock. The policy of buying its own bonds 
is expected to be continued during the 
current year in view of the company’s 
large cash holdings and the extremely 
low rates of bank interest on time de- 
posits. 

The more stable income from the 
company’s business outside of ‘Old 
Gold”’ cigarettes appears to give ample 
insurance for continuance of preferred 
dividend payments whereas the coverage 
of the $1.20 rate on the common appears 
to depend to a large extent upon an early 
upward revision of the wholesale price of 
“Old Gold.” Rumors of an impending 
price increase have been current for 
several weeks, and inasmuch as the 10- 
cent brands appear definitely to have 
been relegated to a minor place as a 
competitive factor, the change would 
appear to be logical. Cigarette sales (as 
measured by tax withdrawals) in May 
recorded the most substantial increase in 
several years, the gain amounting to 
47.6 per cent over the same month a year 
ago. Of course, the company’s strong 
financial resources, especially its large 


eash holdings, would justify a dip into 
surplus should the rate for the common 
not be covered entirely by this year’s 
earnings. 


Practically flooded with 
orders, this company has 
recently stepped up its 
operations to 80 per cent 
of capacity and is reported to be sold up 
until Labor Day, a development which 
would indicate that for the first time 
since 1928 the company has a chance to 
put its business in the black. A persistent 
improvement in wool prices and fear of 
further price increases for finished goods 
together with the depleted stocks of 
jobbers and retailers are the causative 
factors for this rush in the company’s 
activities. 

American Woolen is the largest pro- 
ducer of woolen fabrics in the world and 
accounts for 20 per cent of the total 
domestic production. An overcapacity 
of productive facilities carried over from 
the war. aggravated by a practically 
complete loss of its foreign business, the 
trend toward lighter fabrics and substitu- 
tion in women’s wear by other fibers, 
and decline in wool prices are the prin- 
cipal reasons for the string of deficits 
suffered by the company during the last 
decade. 

The management which took over the 
company in 1931 has followed a program 
ot drastic retrenchment through sale of 
unprofitable mills and concentration of 
operations in the most modern and lowest 
cost factories. Simultaneously agreater 
elasticity in the company’s output has 
been achieved through elimination of 
mass production of staple goods and a 
more effective adaption to style changes. 

The proceeds from the sale of fixed 
assets under the retrenchment program 
have been used principally for a complete 
retirement of the company’s funded debt 
and for the repurchase of preferred stock 
at a substantial discount, a policy which 
has resulted in a material improvement of 
the company’s capital structure. At the 
close of last year total current assets 
amounted to $32 millions including $11.6 
millions in cash and government securi- 
ties. This compared with total liabilities 
of but $153,000, giving the remarkable 
ratio of 211-to-1. 

All the company needed was increased 
volume, avoidance of the inventory losses 
which have drained its resources during 
recent years, and reduction of excess 
capacity and heavy overhead expenses 
All of these aims have now been achieved. 


American 
Woolen 
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and while operations will probably show 
some recession in later months, the 
company has good prospects of continuing 
to enjoy earnings instead of suffering 
deficits. While the accumulations of $42 
per share on the preferred appear t6 make 
cash payments on the common a remote 
proposition, the preferred itself has 
speculative appeal, as these accumula- 
tions will have to be taken care of in some 
form although complete cash payments 
should not be expected. 


Interest in this com- 
U, S. Indus-  pany’s stock has gained 
trial Alcohol! in proportion with the 
improved prospects for 
an early repeal of the Eighteenth Amend- 
ment. Under the prohibition regulations 
the company is allowed to manufacture 
annually a certain quantity of alcohol for 
industrial purposes which is sold in de- 
naturedform. The company accounts for 
about one-third of the entire domestic 
ethyl alcohol production; in addition, 
U. S. Industrial Aleshol through a sub- 
sidiary manufactures numerous chemical 
products such as solvents, ether, nitro- 
cellulose solutions and cellulose acetate 
which enters into the production of rayon 
and non-inflammable film. 

The principal raw material used in 
sugar molasses which becomes available 
through the process of grinding sugar 
cane. The fermentation process requires 
from 21% to 3 gallons of molasses to pro- 
duce one gallon of alcohol. Industrial 
alcohol is mostly sold on a contract basis 
and conditions in these markets since the 
beginning of 1932 have been more favor- 
able with the result that last year the 
company reported net income of $176,000 
after heavy deficits in each of the previous 
two years. 

Together with National Distillers Prod- 
uets Corporation, Industrial Alcohol re- 
cently organized a new company to handle 
the manufacture and rectification of 
spirits and the blending of spirits with 
whiskey, of which National Distillers 
possesses substantial stocks. It has been 
estimated that no more than only 20 
million gallons of aged whiskey are 
stored in this country, which would neces- 
sitate much blending of these stocks with 
high-proof grain alcohol to satisfy de- 
mands as soon as prohibition is ended. 
About 50 million gallons would be re- 
quired during the first year for blending 
and cutting and the same amount would 
probably find a market for the manufac- 
ture of gin. 


Corn Alcohol Prospects 


The company has a corn alcohol plant 
at Peoria currently operating with a daily 
output of 10,000 gallons but with a po- 
tential capacity of 6 million gallons per 
year. Its New Orleans plant for the 
production of molasses aleohol with an 


- annual capacity of 15 million gallons could 


be easily changed for the production of 
corn alcohol. It is principally on the 
strength of the expected profits from the 
grain alcohol business after the repeal of 
the prohibition that the stock has at- 
tracted so much interest and has be- 
come one of the favorites among the 
repeal stocks. 

Financially the company is in sound 
condition with sufficient cash and 
reserves at hand to carry out the changes 
and expansion required for the production 
of grain alcohol. Its capitalization con- 
sists of only 373,846 shares of common 
stock with no funded debt nor preferred 
issues ahead. 


3, 


Hallmarked Circulation 


IN CANADA=IT’S THE GLOBE 


Manufacturers who have studied the Canadian market appreciate 
the importance of the Province of Ontario, in which are con- 
centrated one-third of the Dominion’s population and one-third 
of its wealth, 


Advertising plans for Ontario naturally centre in The Globe, 
because its circulation, solidly concentrated in the miost prosper- 
ous part of Canada, is distributed over the Province in ratio to 
the purchasing power of the people. The select character of 
Globe readers is substantiated by a recent survey which iden- 
tified as Globe readers 69.1 per cent. of the directors and im- 
portant executives in the fourteen principal banks and life 
insurance companies. 


The Globe stands first in the complete list of thirty-three On- 
tario daily newspapers for financial and investment house 
advertising. 


Che 


TORONTO — CANADA 
FREDERICK F,. SMITH, Advertising Manager. 


Representatives: GILMAN, NICOLL & RUTHMAN: 


NEW YORK—19 West 44th St.; BOSTON—Rooms 1023-5 
Kimball Bldg.; CHICAGO—400 North Michigan Ave.; SAN 
FRANCISCO—525 Market St.; DETROIT—601 New Center 
Bldg.; SEATTLE—1326 Fifth Ave, 


She not think they 


TEQUAL PROFITS 
SHOULD BE MADE 


Through the special oppor- 
tunity we now offer you —on 
exactly the same basis by which 
this client took 191% profit. 
Here it is. 

1. A telegram giving three 
low-priced stocks with definite 
buying prices, 

_ 2. Selling prices — when the 
time 1s right to take profits — 
a night letter giving directions 
and also estimating extent of 
next decline. 

_ 8. A third telegram when the 
time is ripe to buy again. 

To summarize — three stocks 
to buy with prices — when 
to sell— when to buy again 
—by telegram. Accurate 
timely information § which 
should give you profits. Our 
experts give you facts — you 
act. Investigate through 
coupon. 


Send me information on 
your 3 telegram offer. 


were very good” 


{BUT NOW SHE HAS 191% PROFIT 


Wuen The Tillman Survey sent 
this client three low-priced stocks, with 
buying prices averaging 432, she was 
in doubt, but she has sold at an average 


of 1214—and now she is convinced. 

You too can make profits from this market — 
if you have the right facts. For ten years The Tillman 
Survey has been supplying accurate market informa- 
tion to successful investors. Take advantage of 
present conditions. Read and act on the special offer. 


*Quotation from client’s letter— Figures are from our files. 


TILLMANSURVEY 


24 The Fenway, BOSTON 


23 


’s 
ts 
at 
sh 
1e 
ne) 
at 
of 
is 
of | 
ve 
id 
Ly 
m | 
ly 
u- 
ts 
Sst 
he 
m 
of 
Sst 
al 
as 
of 
a 
4 
m 
te 
bt 
ok 
ch 
of 
he | 
ts 
6 
es 
le 
es 
28 
d. 
D 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers. Upon request, and without obligation, 
any of the booklets listed below will be sent free 
direct from the houses by whom issued 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


PLEASE PRINT EACH REQUEST 
ON A SEPARATE SHEET 


THE DOW THEOR Y—its development and usefulness as an aid in 
speculation as interpreted by an outstanding financial authority. 
Comprehensive data is now available. 


ANALYSIS OF THE WOOLWORTH STOCK, its earnings record 
and key position in the program of national recovery are discussed in 
a special circular available to investors anes request. This anaiysis 
has been prepared by a well-known firm, Members of the New York 
Stock Exchange. 


AN INVESTMENT PROGRAM KEYED TO THE NEW ECO- 

NOMIC PROSPECT— is discussed in a pamphlet descriptive of the 
procedure employed by an investment supervisory organization. It is 
particularly of interest to investors whose policy is to disregard inter- 
mediate fluctuations and to avoid purely speculative commitments 
It will be sent on request. 


TRADING METHODS—A 24-page booklet issued by a New York 
Steck Exchange house, containing a brief explanation of the different 
operations pertaining to stock market trading. 


MAKING PROFITS IN SECURITIES-—Valuable stock mariet 
booklet explains methods employed by successful investors. The 
part which fundamenta!s play and the market's technical condition, 
as well as general sound methods for income and profit building. 
are pointed out. 


STATISTICAL SERVICE—A New York Stock Exchange house is 
available for the analysis of any security in which you may be intcr- 
ested. When making your request, please state the name of the 
security on which you wish an analysis. 


COMMODITIES—A well-known firm, Members of the New York 
Stock Exchange and leading Stock and Commodity Exchanges, 
backed by 50 years’ experience in Commodity markets, has prepared 
a fo!der containing trading data on all important Commodity Ex- 
changes in U. S. and Canada. It contains full information as to 
— units, marginal requirements, commission charges and other 


AN ANALYSIS OF RECENTLY OFFERED BREWING ISSUES— 
has been prepared, together with a special recommendation by an 
unlisted security house. specializing in stocks of that industry. Their 
advisory department is available for analysis of any beer stock in 
which you may be interested. 


WHEN TO BUY AND WHEN TO SELL—An interesting discussion 
of these ) penetione from the technical viewpoint is presented in the 
folder ‘*‘How to Protect Your Capital and Accelerate Its Growth.” 


ANNUITIES EXPLAINED—One of the largest life insurance com- 
panies has issued a new booklet which describes in simple language 
the different kinds of annuities issued by it. Examples are inciuded 
which indicate how these various forms of guaranteed life incomes 
meet the needs of men and women in all walks of life. 


ODD LOTS—A New York Stock Exchange house has published a book- 
let which sets forth the advantages for both the small and large 
investor dealing in odd lots. 


THE USE OF CHARTS—A leading statistical organization has issued 
a comprehensive brochure showing how charts can be used effectively 
in investing. A graphic chart showing the past movements of any 
security will give you a clear picture and assist you in choosin 
oes of companies that have weathered both good times an 


MAKING PROFIT IN SECURITIES—Valuable stock marke: 
booklet explains methods employed by successful investors. The 
part which fundamentals play and the market's technical condition. 
as well as general sound methods for income and profit building. 
are pointed out. 


ate PAGE BOOKLET—has been issued by a New York Stock Ex 
ge House. It contains statistics on securities listed on principa. 
Eechonges and should be of value to every investor. 


PARTIAL gf Pedmy phd PLAN—An old established New York Stock 
Exchan sage is oes a booklet describing their plan and terms 
ad — ties on the monthly instaliment plan in odd lots 


WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


———— 1933 1932 
4 WEEKLY TRADE INDICATORS June 24 June17 June 25 
*Crude Oil Production (bbls.)....... 2,513,600 2,611,850 2,156,100 


Electric Power ws By 136 1,578,101 1,440,541 
{Steel Output (% of capac at eee 50% 4 } 
jAutomobile Production (U.S 


‘Commodity Price Index......... 63.7 61 56.7 
June17 Junel10O June18s 
§Bank Clearings New York City..... $4,002 $3,100 $3,486 
§Bank Clearings Outside of N. Y. C.. 1,755 1,513 1,861 
587,931 564,546 518,398 
Bituminous coal production........ 943,000 906,000 


Financial World Index of Indus- 
trial Preoduction............... 57.0 54.8 45.5 


*Daily Average. tiron Age. tCram’s Report. §000,000 Omitted. 
{Journal of Commerce. 


4 FEDERAL RESERVE REPORTS. MEMBER BANKS 


t 


1933. 1932 
(000,000 omitted) June 21 Junel4 June 22 
Deposits—New York City......... $6,564 $6,632 
Deposits—Outside New York City. 9,228 8,996 9,240 
Loans on Securities—N. Y. C....... 1,813 1,840 1,720 
Loans on Sec.—Outside N. Y. C.. 1,956 1,958 2,492 
*Investment—New York City....... 1,100 1,078 936 
*Investments—Outside"N. Y. C...... 1,898 1,894 1,953 
Total loans and discounts.......... 8,500 8,559 9,775 
Total commercial loans............ 4,731 4,761 4,563 
Total net demand deposits......... 10,823 11,207 10,173 
Total time deposits................ 4,336 4,263 4,508 
775 782 359 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio. 68.5% 68.3% 59.3 
New York Federal! Reserve Bank ratio.. 60.4% 62.3% eed 
Total otal Money in (erculation.......... $5,696 $5,723 $5, 


~*Other than U. S. Govt. Securities. 
latest available. 


4 FOREIGN EXCHANGE 


Nore.—Above figures are 


4 COMMODITY PRICES 
1933 1932 1933 1932 
Par June 27. June 28 June 27 June 28 
oe . $4.30 $3.60 % | Copper... $0.08 $0.05 


Dollar.90.82c 87.50 Cotton... .104 .0535 
3 ‘Ope France... .. 4.97 3.93 16.34 14.84 
5.2 6.65% 5.083% | Kubber d 
13.90 Belgium*. . . 17.70 13.92 Silver.... -36% 26% 
23.82 Germany... 29.80 23.76 Sugar.... -046 
49.85 Japan...... 26.8 2 §Wheat... 95% 48, 
8.00 7.20 


*Beiga. §Juiy futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 


June 10 week Change 

Eastern District 1933 1932 % 
Chesapeake & Ohio............... 28,231 20,776 +36 
Cleve., Cinn., Chicago & St. L..... 16,925 15,250 +11 
Delaware & Hudson............... 10,641 10,272 + 4 
Delaware, Lackawanna & Western. 13,600 11,612 +17 

Norfolk & Western................ 19.899 14,885 +34 
New York, New Haven & Hartford 21,296 20,072 + 6 
New York, Chicago & St. Louis.... 11,577 10,187 +14 
Pennsylvania ... 89,898 79,445 
Pere Marquette . 7,247 +18 
Western Maryiand 5,125 +17 
Southern District 
Atlantic Coast Lime............... 12,913 10,967 +18 
24,407 23,063 + 6 
Louisville & Nashville............ 19,721 15,795 +25 
Southern Ry. System............. 29,574 24,804 +19 
Northwest District 
Chicago & Great Western......... 4,543 4,100 +11 
Chi., Milw., St. Paul & Pacific..... 23,292 20,444 +14 
Chicago & Northwestern.......... . 28,905 24,897 +16 
10,710 8,980 +19 
9,841 9,034 + 9 
Central West District 
Atchison, Topeka & Santa Fe...... 22,170 22,070 + 0.4 
Chicago, Burlington & Quincy..... 19,768 17,517 +13 
Chicago, Rock Island & Pacific.... 17,259 » 17,308 rer 
Chicago & Eastern Illinois......... 3,663 3,582 + 2 
Denver & Rio Grande Western... .. 3,118 2,731 +14 
Western Pacific. ...........0. 2,081 +23 
Southwestern District 
Kansas City Southern............. 2,805 2,786 +1 
Missouri-Kansas-Texas............ 6,717 6,852 —2 
20,010 17,917 +12 
St. Louis-San Francisco........... 10,930 10,434 + 5 
St. Louis-Southwestern............- 3,980 3,643 +9 
7,571 6,950 +9 


(Compiled from American Railway Association figures) 


THE FINANCIAL WORLD 
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